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TITLE 5-ADMINISTRATIVE
PERSONNEL

Chapter I-Civil Service Commission
PART 6--EXCEPTIOS FROU T3R

CO, PETITMIv SERVICE
PART 24--FoIA EDUCATION RuQuiRE-
zIENTS FOR APPOINTIAENT TO CERTAIN
SCIENTIFIC, TECHNICAL, AM PROFES-
SIONAm PosrioNs

ISCELLAMEOUS A=NDENTS
1. Effective upon publication in the

FmERAL REGISTER, the positions listed be-
low are excepted from the competitive
service under Schedule C.

§ 6.312 Department of Commerce.

(e) Buszmess Seroces Admmistration.
(1) Director, Office of Field Service.

(2) One Special Assistant to the Di-
rector, Office of Field Service.

§ 6.314 Executive Office of the Presz-
dent-(a) Bureau of the Budget. ***

(2) Two Assistant Directors.
(n. S. 1753, sec. 2,22 Stat. 403; 5 U. S. C. 631,
633. E. 0. 10440, Larch 31, 1953, 18 F. IL
1823).

2. In § 24.15 the headnote is changed
from "Range Conservatiomst" to "Range
Management Assistant, GS-454-5" and
the reference to Range Conservationists
in paragraph (b) Is amended to read
"Range Management Assistants."
(See. 11, 53 Stat. 390; 5 U. S. C. 860)

UNITED STATES CIVIL SERV-
ICE ColarssIoN,IsmA] W= C. HULL,

Executive Asststant.
[IF. R. Doc. 53-7142; Filed, Aug. 12, 1953;

8:55 a. ]

TITLE 6-AGRICULTURAL CREDIT
Chapter ]-Farm Credit Administra-

tion, Department of Agriculture

Subchapter B-Federal Farm Loan System

PART 10-FEDERAL ria BAilS GriEA=L"

PART I-NATIONAL FAu LOAN
AssocIATIo s

PART 19-FE s AND CHARGES oN Lomis

REVISION OF PARTS

Inasmuch as, effective July 1, 1953, the
Policy Manual for Federal Land Banks,

the Operations Manual for Federal land
Banks and the Manual for National
Farm Loan Associations, which were the
source of Parts 10, 11, and 19 of Title 6
of the Code of Federal Regulations, were
revised and combined as two new man-
uals under the titles "Federal Land Bank
Manual" and "National Farm Loan Asso-
tion Manual", such Parts 10, 11, and 19 of
Title 6 of the Code of Federal Regula-
tions are hereby revised in conformity
with such new manuals to read as
follows:
PART 10-FEDErnL Lum B.'us Gmmnmy

ELIGIBLIT OF APPLIICAM
See.
10.1 General determination.
10.2 Executors and Pdiminlstrators (In-

cluding temporary admlnLtra-
tors).

10.3 Heirs (including a sole heir taking
without administratlon), devitcee,
and grantees of a deceazed ow.ner
of farm land.

10.4 Trustees (whether appointed by will
or deed), and other flduclarie3.

10.5 Guardians.
10.6 Perzons not legally competent (In-

cluding infants, Insane percons
and Incompetents) when not rep-
resented by a guardian.

10.7 Landlords.
10.8 Owners of future Interests.
10.9 Tenants for years.
10.10 Life tenants.
10.11 Owners of undivided interests (in-

cluding partners).
10.12 Husband and wife.
10.13 Aliens.
10.14 Individuals taking title from a

corporation (bona fide ownership
required).

10.15 Corporations.
10.16 Livestock corporations.

Ocni'.L pnOVJsZ0-s

10.19 Deflnltions.
10.25 Security ctandards.
10.26 Normal agricultural value.
10.27 Basis of loan and appralal.
10.49 Computing amount loanable to one

borrower.
lO.54 Intere-t rates on loans mdo through

associations.
10.55 Special Interest rates.
INSORANC REQUM=XMTI S AUiD V 07 10 5

10.56 Amount of insurance.
10.57 Reduction of insurance under cer-

tain circuintnca--.
10.58 Acceptable insurers.
10.59 Lo= es to be rondo payable to mort-.

gagee; exception.
(Continued on p. 4TTS)
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10.60 Subsequent owner deemed "mort-
gagor" under certain circum-
stances.

10.61- Mortgagor's option to use loss pro-
ceeds for reconstruction.

10.62 Circumstances under which mort-
gagor's option to use loss proceeds
does not obtain.

10.63 Manner In which mortgagor's option
to use loss proceeds shall be ex-
ercised.

10.64 Loss proceeds not to be dispersed
in absence of evidence that prior
liens will not attach.

10.65 Reconstruction of improvements in
different form.

10.66 Evidence that mortgagor can supply
additional funds; meaning of term
"reconstruction"

10.67 Application of loss proceeds to mort-
gage debt.

10.68 Conditional release of loss proceeds.
10.69 INonapplicabillty of regulations.
10.70 Applicability of regulations to loans,

mortgages and contracts purchased
from FF=10.

PUZnc ASs oF nac 11OaTvAGES

10.87 Reduction of Interest rate.
10.89 MaxImum and minimum loanable

amounts.
10.92 Acquiring stock In addition to any

available stock which borrower
owns; retirement of stock owned
by borrower.

10.93 Farm Credit Administration ap-
proval of retirement of association
or related bank stock.

10.94 Classes of borrowers; borrowers' dis-
position of stock or purchae of
additional stock; election to mem-
bership and purchase of stock by
borrowers not members of an as-
sociation.

10.95 Personal liability of borrower.
10.96 Restrictions on eligibility of bor-

rowers for association member-
ship.

FEDERAL REGISTER

sec
10.97 Payment In cash by borrower whcre

amount of stock required i- not
substantial; additional loan to
borrower to provide for payment
of stock to be purcha-ed; relea
by bank of future payment fund-
In amounts suiaclent to cover the
purchase of required stcc%; pro-
cedure for purchase of stock by
borrower.

10.98 Issuance of new stock scullent to
cover existing loan; retirement of
existing stock.

SPECIAL PAYZUiT-
10.111 Special payments.

FUTURE PAY.EZ'T FUWD3
10.116 Future payment funds as author"cd

by 12 U. S. C. 781. Eighteenth.
10.117 Authority to limit funds.
10.118 Indebtednes current before funds

are accepted.
10.119 Evidence of acceptance of funds.
10.120 Joint Indebtednezs to a bank and the

Corporation.
10.121 Unrelated loans.
10.122 Interest allowance.
10.123 Interest liability.
10.124 Application of funds not Involving

transfers between the bank and
the Corporation.

10.125 Application of funds on unrelated
loans.

10.126 Funds held by Corporation.
10.127 Transfer of funds from bank to Cor-

poration; same cecurity.
10.128 Transfer of funds from bank to Cor-

poration; different security.
10.129 Transfer of funds from bank to Cor-

poration; interest adjustment.
10.130 Transfer of funds from Corporation

to bank.
10.131 Disposition of unapplied funds.

SUMCMOv0N
10.134 Subrogatlon of insurer follolng

payment of lo..
arsMEs'r OF GTOws

10.149 General policy.
10.150 Partial retirement of stock.
10.151 Retirement of stock to complete pay-

ment of loan with future payment
funds.

2ZInsAL MiG=r

10.218 Holding for more than 6 years.

10.93 Method of calling consolidated Fed-
eral farm loan bonds.

I0.294 Call for lezs than entire lrsua of con-
solidated Federal farm loan bonds.

10.295 Payment of lost or stolen bonds and
coupons I ued by a bank. IndL-
vidually.

10.296 Owner of lost bond to 111e bond of
indemnity.

Aur osrr: §§ 10.1 to 10--26 Lssued under
sec. 6, 47 Stat. 14, cec. 33, 48 St3t. 49; 12
U. S. 0. 665, 1017. Statutory provisions
interpreted or applied are cited to text

Nor: §§ 10.1 to 10.296 are from Federal
Land Bank Manual and corresponding sec-
tion numbers n manual are Included as part
of code cection number following decimal

Where the word "bank" appears alone. It
refers to a Federal land bank. all other banks
being properly identifled by name; the word
"Corporation" refers to the Federal Farm
Mortgage Corporation; the word "1asscla-
tion" refers to a national farm loan aocla-
tIon; and the word "Administraton" refers
to the Washington o~efi of the Farm Credit
Administration.

ELIGMIUTY OF APPLIclui
910.1 General determination. Aper-

son will be deemed to ba "engaged In

4773

farming operation'r lthmu the meaning
of the first sentence of section 12 (Sixth)
of theFaderal Farm ILoan Act (12 U. S. C.
771 (6)) if, in the capacity of owner,
lessee, or tenant of a farm, he actively
Participates personally or through an
agent to a substantial degree in the man-
agement and conduct of the fanning
operations on any farm land.

§ 10.2 Executors and admizrntrators
(including temporary adminmstrators)
Loans may be made to executors and ad-
mnistraors (Including temporary ad-
ministrators) when (a) either some
Individual beneficiary of the decedent's
estate, or the executor, administrator, or
any ccexecutor or coadministrator of the
estate, independently of his representa-
tive capacity, Is (1) eligible as a bor-
rower, and (2) owns, or is about to
become the owner of, an interest in the
property on which the loan is sought,
and (3) can and will incur personal
liability for the loan and assume the ob-
ligationz of national farm loan associa-
tion. membership; and (b) a valid lien
can and wi be given on the property
on which the loan is sought. As used
in this section, the term "eligible as a
borrower" means a person who is en-
gaged in farming operations, or who is
shortly to become engaged in farming
operations, or who derives the principal
part of his Income from. farming
operations.

§10.3 Heirs (including a sole hezr taL-
iug without administration), demsees,
and grantees of a deceased owner of
farm land. Loans may be made to heirs
(including a sole heir taking without ad-
ministration), devisees, and grantees of
a deceased owner of farm land under the
sam conditions as will permit a loan's
being made to any other owner of farm
land.

§ 10.4 Trustees (whether apiomted
by will or deed), and other Iiduczarier.
Loans may be made to trustees (whether
appointed by will or deed) when (a) the
trustee In his fiduciary capacity is en-
gaged, or shortly to become engaged, in
fanning operations, or the b neficianes
of the trust are engaged In farning
operations or derive the principal part
of their income from farming operations;
and (b) a valid lien can and will be given
on the property on which the loan is
sought; and (c) the trustee, or any co-
trustee or some individual beneficiary of
the trust can and will incur personal
liability for the loan, and assume the
obligations of national farm loan aso-
clation membership.

§ 10.5 Guardians. Loans may be
made to guardians when (a) the
guardian In his fiduciary capacity is
engaged, or shortly to become engaged,
in farming operations, or the wards are
engaged in farming operations or derive
the principal part of their income from
farming operations; and (b) a valid lien
can and will be given on the property on
which the loan is sought; and (c) the
guardian, or any coguardian, independ-
ently of his fiduciary capacity owns an
interest in the property, and can and
will Incur personal liability for the loan
and asume the obligations of national
farm loan asoclation membership.
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§ 10.6 Persons not legally competent
(including ilnants, insane persons, and
incompetents) when not represented by
a guardian. Loans may not be made to
persons not legally competent (including
infants, insane persons, and incompe-
tents) when not represented by a guard-
ian; and property in which such a per-
son, not represented by a guardian, owns
an interest is ineligible as security for
a loan.

§ 10.7 Landlords. Loans, may be
made to landlords when (a) the landlord
has the right to and does exercise sub-
stantial control over the management of
the farm on which the loan is sought; or
(b) he is engaged, or shortly to become
engaged, in farming operations, inde-
pendently of his capacity as landlord of
the farm on which the loan is sought; or
(c) the principal part of his income is
derived from farming operations.

§ 10.8 Owners of future interests.
Loans may be made to owners of future
interests when (a) all interests necessary
to the creation of a fee simple estate in
the land on which the loan is sought are
included in the mortgage; and (b) the
owner of the future interest is engaged,
or shortly to become engaged, in farm-
ing operations independently of his ca-
pacity as owner of a future interest in
the farm on which the loan is sought, or
derives the principal part of his income
from farming operations.

§ 10.9 Tenants for years. Loans may
not be made to tenants for years ordi-
narily, although in certain circumstances
a perpetual leasehold might constitute
legally satisfactory security.

§ 10.10 Life tenants. Loans may be
made to life tenants when (a) all inter-
ests necessary to the creation of a fee
simple estate in the land on which the
loan is sought are included in the mort-
gage; and (b) the life tenant, by reason
of farming operations conducted by him
on the land covered -by his life interest,
or otherwise, is eligible as a borrower.
As used in this section, the term "eligible
as a borrower" means a person who is
engaged in farming operations, or who is
shortly to become engaged in farming
operations, or who derives the principal
part of his income from farming opera-
tions.

§ 10.11 Owners of undivided interests
(including partners) Loans 'may, be
made to owners of undivided interests
(including partners) when (a) all such
interests are included in the mortgage;
and (b) the owner who desires the loan
is, by reason of farming operations con-
ducted by him on the land covered by his
undivided interest, or otherwise, eligible
as a borrower. As used in this section,
the term "eligible as a borrower" means
a person who is engaged in farming op-
erations, or who is shortly to become
engaged in farming operations, or who
derives the principal part of his income
from farming operations.

§ 10.12 Husband and wife. Loans
may be made on their respective lands
to a husband and wife owning land in
severalty.

§ 10.13 Aliens. To the extent that
State laws do not restrict the right of

aliens to hold and convey real estate,
loans may be made to aliens, upon the
same basis as to citizens: Provided, how-
ever That such loans are not prohibited
by and are made in conformity with the
provisions of the Trading with the
Enemy Act, as amended, the Foreign
Funds Control regulations, and any
other aplilicable laws and regulations re-
lating to transactions with or property of
enemy or other aliens.

§ 10.14 Individuals taking title from a
corporation (bona f'de ownership re-
quired) Loans -which are otherwise
qualified may be made to individuals
who have taken title from a corporation
in which they were interested as stock-
holders, provided the transfer is in good
faith and not a mere temporary expedi-
ent for the purpose of evading the pro-
visions of the :Federal Farm Loan Act,
which preclude loans to corporations
other than corporations engaged in the
raising of livestock.

§ 10.15 Corporations. Loans may be
made to corporations (in addition to
those engaged in raising livestock) when
acting solely in a representative or fidu-
ciary capacity for individual benefi-
ciaries, provided-the conditons as to
fiduciaries are satisfied.

§ 10.16 Livestock corporations. Loans
may -be made to livestock corporations,
provided the corporation is primarily en-
gaged in the raising of livestock. It may
also be engaged in such general farming
operations as are incidental to its live-
stock raising. If it engages in any sec-
ondary operations not strictly incidental
to livestock raising, such secondary op-
erations may constitute onlf-a minor
part of the corporation's activities.

GENERAL PROVISIONS

§ 10.19 Definitions. For the pur-
ppses of section 12 (Fourth) of the Fed-
eral Farm Loan Act, as amended (12
U. S. C. 771 (4)) the terms "equipment"
and "improvement" are defined as
follows: -

(a) Equipment. The term equipment
shall include implements appropriate for
the operation of a farm, and may-con-
sist of teams as well as machinery, tools,
and like articles.

(b) Improvement. The term im-
provement shall include any beneficial
structure or any useful, permanent phys-
ical change tending to increase the pro-
ductive value of the farm, such as
clearing, tiling, drainage, fencing, build-
ing, and preparations for irrigation.

§ 10.25 Security standards. To be
acceptable security for a loan, a property
must meet each of the following mim-
mum standards:

(a) It must be capable of producing,
under typical operation, sufficient nor-
mal agricultural earnings to pay farm
operating expenses, including taxes and
other fixed charges, maintain the prop-
erty, and meet installments on a loan
that would be proper to a typical owner
of the property.

(b) It must be, sufficiently desirable to
be readily salable or rentable under nor-
mal agricultural conditions.

(c) It must be sufficiently durable to
maintain satisfactory production during
the loan term-specified,

(d) It must have sufficient stability of
value to assure that, on a loan that would
be proper to a typical owner of the prop-
erty, the bank could recover its invest-
ment If unforeseen difficulties should re-
sult in acquirement of the property,
While the normal agricultural' earnings
must be sufficient to meet the expenses
specified in requirement (a) it is not
necessary that they also be adequate in
all cases to meet family living expenses,
When it is necessary to rely on Income
other than farm earnings for family
living expenses, such supplemental in-
come must be available to the applicant
and to a typical owner from dependable
sources and in an amount sufficient to
support customary living tandards.

§ 10.26 Normal agricultural value.
The normal agricultural value of a farm
is the amount a typical purchaser would,
under usual condition, be willing to pay
and be .justified in paying for the prop-
erty for customary agricultural uses,
including farm home advantages, with
the expectation of receiving normal not
earnings from the farm.

§ 10.27 Basis of loan and appraisal.
The normal agricultural value of a farm,
established by a land bank appraiser,
shall be the basis for a loan. In making
the appraisal the net earnings of the
farm shall be determined by using nor-
mal commodity prices and the related
level of normal costs. Normal prices and
related costs shall be determined on the
basis of historical prices and costs ad-
justed for trends and the long term eco-
nomic outlook and be approved by the
Farm Credit Administration.

§ 10.49 Computing amount loanable
to one borrower The aggregate amount
of existing bank loans to any one bor-
rower for the purpose of applying the
limitation In section 12 (Seventh of the
Federal Farm Loan Act (12 U. S. C. 771)
shall be the total unpaid principal of all
indebtedness to the bank and any other
banks of the system which Is secured
by mortgages or real estate sales con-
tracts on property owned or being ac-
quired by the applicant, or for which the
applicant is personally liable, less the
unpaid principal of (a) purchase monoy
mortgage or real estate contract indebt-
edness In connection with whibh no as-
sociation or bank stock has been issued,
(b) indebtedness which is secured by
property the applicant no longer owns
and which has been assumed with the
permission of the bank by a subsequent
owner' of the property in accordance
with section 12 (Sixth) of the Federal
Farm Loan Act (12 U. S. C. 771), () In-
debtedness which is secured by property
the applicant no longer owns and for
which liability was Incurred otherwise
than by agreement with the bank, (d)
indebtedness which is secured by prop-
erty in which the applicant has not had
any ownership interest other than an
interest of dower or curtesy since the
liability was Incurred, and (e) assets
purchased from a joint stock land bank
under section 16 of the Federal- Farm
Loan Act (12 U. S. C. 823)

§ 10.54 Interest rates on loans made
through associations. Notwithstanding
such loan interest rates exceed by more
than 1 per centum per annum the inter-

4774



Thursday, August 13, 1953

est rate on the Federal farm lohn bonds
of the last series issued prior to the mak-
ing of any such loans, approval is given
to an interest rate of 4 per ceptum per
annum on loans made by banks through
associations generally, except that higher
interest rates are approved for the fol-
lowing banks as indicated:

Interest rate
Federal land bank: (per cent)

Springfield ----------- --- 41
Baltimore ----------------------- 41
Columbia-- ---- ...--------------- 5

(Sees. 12 "Second" 17, 39 Stat. 370, 375. as
amended; 12 U. S. C. 771 "Second" 831 (b))

§ 10.55 Special interest rates. Ap-
proval is given to an interest rate one-
half of I per centum per annum in excess
of the interest rate provided in § 10.54,
for bank loans through associations se-
cured by first mortgages on the following
farm property in the continental United
States:

(a) Land that is employed prnmarily
in the production of naval stores as de-
fined by section 2 of the Naval Stores
Act (Sec. 2, 42 Stat. 1435, 7 U. S. C. 92)
- (b) Land used for the raising of live-
stock, in estimating the earning power
and in establishing the value of which
leases or permits for the use of other
lands were taken into consideration and
were a factor in determining the amount
of the loan; and

(c) Land, a substantial part of the
earnings from which- is derived from
orchard crops.
(Sees. 12 "Second" 17, 39 Stat. 370, 375, as
amended; 12 U. S. C. 771 "Second" 831 (b))

INSURANCE REQU1REL1ENTS AIM USE OF LOSS
PROCEEDS

Auoarx: 0§ 10.56 to 10.70 Interpret or
apply sec. 12, Nintb, 39 Stat. 370, as amended;
12 U. S. C. 771, Ninth.

§ 10.56 Amount of insurance. Insur-
ance on buildings shall be requlred
against such risks and in such amounts
asthe bank may determine to be neces-
sary for adequate protection of the mort-
gagee's interest. A bank may delegate
to associations full or limited authority
with respect to the determination of in-
surance requirements. In making the
determination consideration should be
given to the size of the loan in relation
to the value of the security, the extent
to which the buildings enter into such
value, and the extent to winch the bor-
rower's ability to operate the property
efficiently would be affected if a loss
occurred and the buildings were not
replaced.

§ 10.57 Reduction of insurance under
certain circumstances. Insurance re-
quirements on existing loans may be re-
duced or discontinued upon the request
of the borrower or on the initiative of
the bank or association when such action
is not prejudicial to the interest of the
bank and the association. If insurance
requirements are reduced or discon-
tinued, the borrower should be given ad-
vance notice. The notice should clearly
indicate that the change in the msur-
ance requirements of the bank In no
way affects the amount of insurance the
borrower should carry for his own
protection.
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§ 10.58 Acceptable 'insurers. Insur-
ance required shall be evidenced by a
lawful policy or policies issued by any
insurance company, including any State-
supervised mutual Insurance company,
which is satisfactory to the bank: Pro-
vded, That such company be authorized
to do such insurance business, and be
subject to service of process in suits
brought, in the State in which the in-
sured -property is located, except that.
when insurance is procured and paid
for by the bank upon default under the
mortgage, such Insurance company may
be one which Is subject to service of
process in suits brought in the State
where the bank is located. The accept-
ance by a bank of insurance from an
organization other than one provided
for by this section shall be subject to the
approval of the Commissioner.

§ 10.59 Losses to be made payable to
mortgagee; exception. Insurance shall
be made payable to the bank and Cor-
poration, as mortgagees, as their in-
terests may appear at time of loss, and
shall afford the bank and the Corpora-
tion the same protection they would have
under the New York standard mortgage
clause. The bank may, in Its discretion,
permit individual losses, not In excess of
an amount fixed by the bank with due
regard to adequate protection of the
mortgagee, to be paid directly to the
mortgagor for use in the prompt re-
construction of the buildings destroyed.
The provisions of §§ 10.60 to 10.68, in-
clusive, shall not be applicable to losses
which are paid directly to the mortgagor,
with the permission of the bank, for use
m reconstruction.

§ 10.60 Subsequent owner deemed
"mortgagor" under certain circum-
stances. When a subsequent owner of
a mortgaged farm has assumed the
mortgage and In the case of a land bank
loan the stock interests of the original
mortgagor in accordance with the pro-
visions of section 12 (Sixth) of the Fed-
eral Farm Loan Act (12 U. S. C. 771
(6)) and is primarily liable therefor.
the term "mortgagor" shall be deemed
for the purposes of the regulations In this
part to refer to such subsequent owner.

§ 10.61 Mortgagor's option to use loss
proceeds for reconstruction. At the
option of the mortgagor and subject to
the provisions of these regulations, any
sum received in settlement of a loss
covered by insurance required by the
regulations in this part may be used to
pay for the reconstruction of the build-
ngs involved.

§ 10.62 Circumstances under whlch.
mortgagor's option to use loss proceeds
does not obtain. The option of the
mortgagor referred to in these regula-
tions shall not apply in the case of (a)
any sum received under a policy of in-
surance which was not provided or paid
for by the mortgagor, or (b) any sum
with respect to which liability to the
mortgagor is denied by the Insurer, un-
less and until such denial be rescinded
or until final judgment of a court of
competent jurisdiction that the insurer
is liable to the mortgagor. In either
event the mortgagor shall Initiate the
steps otherwise necessary under the regu-
lations In this part for the exercise of
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his option within 30 days after the estab-
lishment of the liability of the insurer
to him for such loss.

§ 10.63 Manner in which mortgagor's
option to use loss proceeds shall be ex-
ercised. The bank or aszociation as
promptly as possible after the receipt of
the sum referred to in section 61 shall
send to the mortgagor a notice in writing
thereof. Within 30 days after such
notice is sent, if the mortgagor desires to
exerclso his option, he shall so notify the
bank or assocation in writing, With such
notice or within 30 days thereafter, un-
less such time for good cause be extended,
the mortgagor shall furnish information
in such form as shall be satisfactory cov-
ering the plans of the mortgagor for the
reconstruction of the building involved
In sound and serviceable form and con-
dition, at least equal to that which
existed immediately prior to the loss.
Within said 30 days the mortgagor shall
also furnish satisfactory asurance that
such reconstruction will be completed
within a reasonable time, and that there
will be no unsatisfied liens for labor,
materials, and/or other expenses that
will have priority over the mortgage
when such reconstruction shall have
been completed or when the said sum
received shall have been paid to or for
the account of the mortgagor.

§ 10.64 Loss proceeds not to be dis-
bursed in absence of evidence that prior
liens will not attach. No sum received
shall be paid to or for the account of
the mortgagor for the purpose of en-
abling him to reconstruct a building
until the bank or association is satisfied
that no lien by reason of reconstruction
of the buildings covered by such insur-
ance will have priority over the mort-
gage thereon. The regulations adopted
by the bank should establish adequate
safeguards with respect to such dis-
bursements.

§ 10.65 Reconstruction of improve-
ments in different form. If the mortga-
gor desires to use the insurance money,
in whole or in part, In order to replace
the building involved with an insurable
building of less expensive type, or to
substitute any other insurable building,
the said fund may be used for such pur-
pose, provided the land bank or associa-
tion is satisfied that the proposed
building will be suitable and adequate
to the agricultural needs of the farm.

§ 10.60 Evidence that mortgagor can
supply additional funds; meaning of
term "reconstruction." If the sum re-
ceived (after making the deductions, if
any, authorized by the regulations in
this part) be Inadequate to enable the
mortgagor to reconstruct as herein pro-
vided, and he desires nevertheless to do
so, he shall furnish satisfactory assur-
ance that he will have the necessary
additional funds. Where, under the
regulations in this part, a-bullding may
be repaired, replaced, or substituted, the
operations involved shall be deemed to
be covered by the words "reconstruct"
or "reconstruction," as the case may
require.

§ 10.67 Application of loss proceeds
to mortgage debt. If the mortgagor
fails or refuses to exercise his option in
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accordance with the regulations in this
part, or to comply with all of the condi-
tions of these regulations with respect
thereto, or if the mortgage be in process
of foreclosure, or if the mortgagor be in
default in such manner that the mort-
gage is subject to foreclosure, the sum
received may be retained for application
upon the indebtedness secured by such
mortgage or as collateral security there-
for. Any portion of the sum received
which is not used for reconstruction may
also be retained for application upon the
indebtedness or as collateral security
therefor.

§ 10.68 Conditional release of loss
proceeds. No insurance proceeds may
be released unconditionally to a bor-
rower or a junior lienor except for the
purpose and under the conditions here-
inbefore set forth, unless the remaining
security meets the security requirements
for a new loan. Exceptions to this re-
quirement-may be made only where it
is clearly to the best interest of the mort-
gagee to do so. Where insurance pro-
ceeds are released unconditionally to -
borrower or junior lienor, the procedure
governing the release of funds received
from the sale of part of the security
shall be followed so far as applicable.

§ 10.69 Nonapplicability of regula-
tions. Theprovisions of §§ 10.61 through
10.68 are not applicable-in the case of
settlements of losses on buildings not
required by the bank to be insured.

§ 10.70 Applicability of regulations to
loans, 'mortgages, and contracts pur-
chasedfromFFMC. Theprovisions with
reference to insurance in connection with
mortgage loans also apply to loans, pur-
chase money mortgages, and contracts
purchased from the Federal Farm Mort-
gage Corporation.

PURCHASES OF FFMC MORTGAGES

§ 10.87 Reduction of interest rate.
The interest rate on any Commissioner
loan, purchase money mortgage, or con-
tract purchased or acquired by the bank
must be reduced to the rate applicable
to new land bank loans as of the date

- of the acquisition of the loan, purchase
money mortgage, or contract by the
bank, but upon acquisition the bank may
make the reduced rate effective retro-
actively. This reduction in interest
may be accomplished generally in the
same manner and under the same proce-
dure as was used to reduce the contract
interest rate on land bank loans to 4
percent. The bank should notify each
borrower of the interest reduction when
effected. It may. also wish to consider
furnishing, or offering to furnish upon
request of the borrower, an individual
instrument in recordable form evidenc-
ing the reductiou.

§ 10.89 Maximum and minimum loan-
able amounts. The limitations with re-
spect to the maximum and minimum
amounts of loans as providLd in section
12 (Seventh) of. the Federal Farm Loan
Act (12 U. S. C. 771 (7)), shall be applied
in connection with the purchase ,of a
Commissioner loan, -purchase money
mortgage, or contract by the land bank.
Accordingly no such asset may be pur-
chased from the Corporation if the
amount thereof will increase the bor-
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rower's total mdebtedness to the bank
and any other banks of the system to an
amount in excess of $100,000.

§ 10.92 Acquiring stock in addition to
any available stock which borrower
owns; retirement of stock owned by bor-
rower "Any available stock" already
owned by the borrower shall be stock in
an unimpaired association which is

,owned by the borrower or in which the
borrower owns the beneaflcial interest,
and which, computed at its par value, is
in excess of 5 percent of any indebtedness
(unpaid principal, advances, and any
other items properly chargeable to the
borrower, including accrued interest
thereon at, the date of acquirement of
the purchased asset) to the bank in con-
nection with which such stock was issued.
Stock in an unimpaired association other
than the one through which the pur-
chased asset is being acquired may be
treated as available stock provided such
association consents to its retirement.
Under the foregoing definition, where a
borrower has more than one loan through
the association or owns stock in connec-
tion with a loan which is secured only in
part by the property securing the asset
being acquired, any excess stock in con-
nection with such loan or loans is avail-
able stock.

§ 10.93 Farm Credit Administration
approval of retirement-of assoczatibn or
related bank stock. The Administration
approves the retirement, under section 7
of the Federal Farm Loan Act (12 U. S. C.
721) of related bank stock in an amount
equal to such available association stock
where such retirement is authorized by
the board of directors of the bank and
the proceeds are to be used for the pur-
chase of stock needed in connection with
the acquired asset.

§ 10.94 Classes of borrowers; borrow-
ers' disposition of stock or purchase of
additional stock; election to membership
and purchase of stock by borrowers not

,members of an association. It will be
necessary to deal with three classes of
persons in meeting the foregoing re-
quirements: (a) Those who are mem-
bers of the association through which
the paper is being acquired and who own
sufficient available stock; (b) those who
are members of the association but who
do not own sucficient available stock in
connection with any paid-down bank
loan or loans; and (c) those who are notr
members of the association and who own
no stock in it. As to the first class, the
existing available stock or the stock pur-
chased with the proceeds of retired
available stock must be pledged as col-
lateral security in accordance with the
provisions of the Federal Farm Loan Act,
as amended, for the indebtedness being
acquired. Persons in the second class
must purchase additiohal stock either in
cash or under the methods hereinafter
prescribed and pledge such stock, as well
as the available stock or'the stock pur-
chased with the proceeds of the retired
available stock, for the indebtedness
being acquired. Persons in the third
class must be elected to membership,
purchase 8tock either for cash or under
the methods hereinafter prescribed, and
pledge such stock as collateral security
for the indebtedness being acquired..

- § 10.95 Personal liability o1 borrower
In each of the classes mentioned above
the person owning the property subject
to the loan, mortgage, or contract being
acquired may or may not be personally
liable on the indebtedness. If not per-
sonally liable, the persbn must become
personally liable on the paper being ac-
quired by the bank.

§ 10.96 Restrictions on eligibility of
borrowers for association membership.
To be eligible for association member-
ship, a person must meet the require-
ments for assumption of a bank mort-
gage under section 12 (Sixth) of the
Federal Farm Loan Act, 1. e., the person
need not be a farmer, but must be a
natural person or a live~tock corporation
eligible for membership.

§ 10.97 Payment in cash by borrower
where amount of stock required Is not
substantial, additional loan to borrower
to provide for payment of stock to be
purchased, release by bank of future
payment funds in amounts sufficient to
cover the purchase of required stock;
procedure for purchase of stock by bor-
rower Where the amount of stock re-
quired Is not substantial, It may be feasi-
ble to obtain payment therefor In. cash.
In other cases the borrower may desire,
and It may be feasible, to provide for
payment for the stock by means of an
additional loan. It will also be appro-
priate for the bank to permit the release
of future payment funds In 'amounts
sufficient to cover the purchase of the
required stock. However, Where none
of the foregoing procedures Is followed,
the stock may be purchased under either
of the following procedures:

(a) The bank may extend credit on
a secured.or unsecured basis to the bor-
rower In an amount sufficient to pur-
chase such stock. The type of agreement
to be entered Into with the borrower for
the repayment of the purchase price of
the stock and the procedure to be fol-
lowed In handling such transactions on

'the bank's books shall have the approval
of the Administration.

(b) The association, upon application
by the borrower, may extend credit in an
amount sufficient'to purchase such stock,
subject to the following:

(1) In such application the borrower
shall agree that his liability to the as-
sociation for such stock shall be secured
by a lien on the borrower's property
which Is security for the paper bding
acquired, junior to any lien held or to
be acquired by the Federal land bank on
such property. It is not necessary that
the lien for the stock Indebtedness be
recorded.

(2) The association may charge the
borrower interest at a rate not to exceed
4 per centum per annum on-the unpaid
balance of any indebtedness incurred
for this purpose.

(3) The association may in turn, pur-
suant to 12 U. S. C. 743, borrow from
the Federal land bank the amount nec-
essary to purchase stock in the bank
where It has sold Its stock on credit to
its borrowers. Such borrowing may be
evidenced by an assignment by the as-
sociation to the bank of the borrower's
agreement to pay for stock in the
association.
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(4) The applicant may request a de-
ferment of principal payments in order
to enable the association or the bank,
as the case may be, to collect the amount
of the indebtedness for stock in the
association, and the bank may grant such
deferments under the provisions of '12
U. S. C. 781, Nineteenth.

§ 10.98 Issuance of new stock sufli-
czent to cover existing loan; retirement
of existing stock. Where an applicant
who does not own the outstanding stock
in connection with the existing bank
loan on the farm covered by the mort-
gage or contract being purchased by the
bank from the Corporation desires or is
required by the bank, in its discretion, to
-acquire such stock or new stock in lieu
thereof but cannot acquire the outstand-
ing stock, the outstanding stock may be
retired and paid off and new stock issued
to the applicant and pledged in connec-
tion with the existing bank loan. The
bank should require that the applicant
purchase only enough new stock to col-
lateralize the existing bank loan in the
proportion of one share of stock for
every $100 or major fraction thereof of
the unpaid indebtedness under the exist-
ing bank loan or the original face
amount of the loan, whichever is less.
When stock in that amount is issued to
the applicant, all other stock outstand-
ing in relation to the existifig bank loan
should be retired. The Administration
hereby approves the retirement of stock
in such cases where it is authorized by
the bank's board of directors. Where
the applicant acquires no stock in con-
nection with the bank loan, then, unless
he procures from the owner of the asso-
ciation stock held in connection with the
bank loan a power of attorney or other
authorization to exercise the exclusive
right to vote in connection with both
loans, the applicant must agree with the
association, in consideration of the
bank's purchase of the Corporation
asset, to forego the right to vote at any
association meeting where he and the
other stockholders are present, except
when they agree as to which shall cast
the one vote.

-SPECIAL PAYLISENTS

§ 10.111 Special payments. A bank
may accept special payments on a bank
loan or payment in full thereof either
before or after 5 years from the date
the loan was made. Where payment
arises from the refinancing of the loan
from a non-Government lending source
and the loan has not been M force for
at least 5 years, the bank may collect
from the borrower such a sum as will
reimburse it for the expense of making
the loan. In all other cases of special
principal payments or full payment of
bank loans, the bank should not charge
a prepayment fee nor should it ordi-
narily charge interest beyond the date
the funds are received.

FUTURE PAYMENT FUNDS
AmmoTn=: §§ 10.116 to 10.131 interpret or

apply sec. 17, 50 Stat. 708; 12 U. S. C. 781,
Eighteenth.

§ 10.116 Future payment funds as au-
thortzed by 12 U. S. C. 781, Eighteenth.
Future payment funds shall be held for

subsequent credit upon Indebtedness to
the bank or the Corporation, except Jh
cases of unusual circumstances where
the release of the funds Is justified. On
future payment funds applied, interest
shall be allowed to the date of applica-
tion at the effective interest rate(s) ap-
plicable to the indebtedness in connec-
tion with which such funds are applied.
On future payment funds released under
unusual circumstances, interest shall be
allowed to the date released at the effec-
tive interest rate(s) applicable to the in-
debtedness in connection with which
such funds are held.

§ 10.117 Authority to limit funds. A
bank may limit the total amount of fu-
ture payment funds which will be held in
connection with a land bank loan, but
any limitation established shall not be
less than the total of all Installments ma-
turing on the loan during the 4 years
following the date of acceptance of the
first of such payments. Interest accru-
ing after the bank's limitation is reached
may be held in the future payment fund.

§ 10.118 Indebtedness current before
funds are accepted. Future payment
funds shall not -e accepted by a bank
while there are outstanding unpaid ma-
tured obligations of the borrower to the
bank on such in'debtedness or to the Cor-
poration on an indebtedness secured by
the same or common real property* Pro-
vided, That at the direction of the bor-
rower funds tendered as future payment
funds may be used to pay such matured
and unpaid obligations and any balance
.remaining may be accepted as future
payment funds.

§ 10.119 Evidence of acceptance of
funds. Upon acceptance of future pay-
ment funds, the bank shal furnish the
borrower with a receipt, which shall
Identify the indebtedness in connection
with which the future payment funds
are accepted, and set forth generally the
conditions under which such funds are
held: Provided, That if the bank, under
a procedure approved by the Adminis-
tration, furnishes the borrower a general
statement of such conditions to apply to
one or more payments, the receipts for
such payments need not set forth the
conditions. The form of receipt used by
a bank shal have the approval of the
AdminIstration.

§ 10.120 Joint indebtedness to a ban7:
and the Corporation. In cases where
the respective Indebtednesses of the bor-
rower to the bank and Corporation are
secured by the same or common real
property, amounts to be accepted as fu-
ture payment funds (by the bank for
subsequent credit on Its indebtedness
and by the Corporation for subsequent
credit on its indebtedness) should ordi-
narily be allocated to each indebtedness
in such manner as to assure the bor-
rower of relatively the same security
against future delinquency on the re-
spective indebtednesses.

§ 10.121 Unrelated loans. In those
cases in which a borrower has indebted-
ness to the bank, the Corporation, or
both, which is not secured by the same
or common real property, determina-
tion should be made by the bank, on
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the basis of the facts in each case, as
to the indebtedness or indebtednesses
on which future payment funds are to
be accepted and held for subsequent
credit. When future payment funds are
accepted in these cases, they shall be
subject to all the provisions of the regu-
lations in this Part governing future
payment funds Insofar as practicable.

§ 10.122 Interest allowance. Interest
shall be allowed on future payment
funds in accordance with the following
terms and conditions:

(a) The rate(s) at which nterest is
allowed the borrower on future payment
funds applied shall be the rate(s) effec-
tive on those installment dates of the
indebtedness to which the future pay-
ment funds are applied and which in-
stallment dates occurred during the
period such future payment funds were
held. As used in this part, "effective
Interest rate" means the rate actually
charged the borrower on the indebted-
ness on which future payment funds are
applied.

(b) If It is decided in unusual cir-
cumstances that the release of future
payment funds held in connection with
a borrower's Indebtedness Is justified,
interest shall be allowed on such funds
during the entire period that the funds
were held. The rate(s) atwich interest
will be allowed the borrower in such
instances shall be the rate(s) that were
effective on the indebtedness in con-
nection with which the future payment
funds were held.

(c) Interest shall be allowed on future
payment funds from the date of ac-
,ceptanee of such funds to the date of
their disposition and such interest shall
be compounded as of the installment
dates of the borrower's indebtedness
which occurred during the period the
future payment funds were held by the
bank: Provided, That, at the option of
the bank, interest need not be allowed
upon any amount which has not been
held for the credit of thg borrower as
unapplied future payment funds for a
period up to 1 month: And provided
further, That in any case where the ag-
gregate interest credit does not exceed
25 cents, no allowance need be made.

(d) Interest allowed on future pay-
ment funds shall be credited to the bor-
rower as of the date of the disposition
of the funds.

§ 10.123 Interest liability. The.books
and statements of condition of the bank
and Corporation shall reflect the liability
for interest accrued in connection with
future payment funds held for subse-
quent application. Such liability shall
be accrued on installment dates and for
the periods provided in § 10.122 for de-
termining interest allowances, at the rate
actually charged the borrower on the
unmatured portion of the indebtedness
in connection with which such future
payment funds are held. Such accruals
shall be subject to any adjustment re-
quired upon application of the future
payment funds in order that the interest;
allowed on future payment funds shall
conform to the provisions of § 10.122.

§ 10.124 Application of funds not zn-
volving transfers between the bank and
the Corporation. Subject to any limita-
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tions contained in the Federal Farm
Loan Act, the bank shall apply future
payment funds on the borrower's in-
debtedness in connection with which
they are held, or on other indebtedness
to the bank -when such indebtedness is
secured by the same or common real
property, in accordance with the follow-
ing terms and condition:

(a) As the borrower may direct in
writing, the bank shall retire out of fu-
ture payment funds held for the borrow-
er's credit any portion of the indebted-
ness to the bank on regular installment
dates; and, upon the written request of
the borrower, the bank may, at any time,
retire out of future payment funds held
for the borrower's credit any portion of
the indebtedness to the bank.

(b) At'its option the bank may retire
out of future payment funds held for the
borrower's credit -on ins bank indebted-
ness any portion of the Indebtedness to
the bank as and when the same becomes
due and payable.

(c) If 'at any time the balance of un-
applied future payment funds held for a
borrower's credit together with the inter-
est allowance thereon equals or exceeds
the total amount of the indebtedness, the
whole indebtedness shall become due-and
payable at once and shall be retired out
of such balance. With the agreement or
consent of the borrower, a bank may also
provide that if at any time the balance
-of unappied future payment funds held
for a borrower's- credit together with the
interest allowance thereon and the
amount of stock owned by the borrower
In connection with- a loan equals :or, ex-
ceeds the total amount of the indebted-
ness, the whole indebtedness shall
become due and payable at once and
shall be retired out of such balance and
stock proceeds.

(d) In the event of the borrower's
death or bankruptcy, or in the event of
transfer of the indebtedness by the bank
or conveyalce of title to the property
securing the indebtedness by the bor-
rower, the bank at its option may apply
on the indebtedness all or any portion
of the future payment funds held for
the borrower's credit.

§ 10.125 Application of-funds on un-
related loans. At the'borrower's written
request the bank may retire out of future
payment funds held for the borrower's
credit, any portion of the borrower's in-
debtedness to the bank that is not se-
cured in whole or in part by the same
property securing the indebtedness to
which the funds were allocated when
received, ,

§ 10.126 Funds held by Corporation.
The provisions of §§ 10.124 and 10.125
shall apply -with equal force to any ap-
plication on the borrower's indebtedness
to the Corporation from the future pay-
ment funds held by the Corporation for
the borrower's credit; for this purpose
the term "Corporation" shall be substi-
tuted for the term "bank."

§ 10.127 Transfer of funds from bank
to Corporation, same security. Future
payment funds held for the credit of the
borrower on his. bank indebtedness shall
be applied on the borrower's indebted-
ness to the Corporation, winch is sepured

-in whole or in part by the same real
property securing the' indebtedness to
the bank, in accordance with the follow-
mg terms and conditions:

(a) At the borrower's written direc-
tion the bank shall retire out of future
payment funds held for the borrower's
credit on his bank indebtedness, any
portion of the borrower's indebtedness to
the Corporation, as and when the same
becomes due and payable.

(b) At the option, of the bank and
with the consent of the Corporation, the
bank may retire out of future payment
funds held for the borrower's credit on
his bank indebtedness any portion of the-
borrower's indebtedness to the Corpo-
ration, as and when the same becomes
due and payable.

(c) If at any time the total of un-
applied future payment funds held for
a borrower's credit on his indebtedness
to both the bank and the Corporation
together with the interest allowance
thereon equals, or exceeds the total
amount of his indebtedness to the Cor-
poration, at the discretion of the bank,
upon written direction from the bor-
rower and with the consent of ,the
Corporation, the whole indebtedness to
the Corporation .may be regarded as
-having become due and payable at once
and may be retired out of such funds.

§ 10.128 Transfer of fund&from bank
to Corporation; different, security. In
any case in which a borrower has in-
debtedness to the bank. and the Cor-
poration winch is not secured by the
same or common -Teal property, at the
borrower's written request and with the
consent of the Corporation, the bank
may, out of future payment funds held
for the borrower's credit on his bank
indebtedness, retire any portion of the
borrower's indebtedness to the Corpora-
tion, as and when the same becomes
due and payable, or, if at any time the
totalof unapplied future payment funds
held for a borrower's credit on his in-
debtedness to both the bank and the
Corporation together with the interest
allowance thereon equals or exceeds the
total amount of his indebtedness to the
Corporation, the whole indebtedness to
the Corporation may be regarded as
having become due and payable at once
and may.be retired out of such funds.

§ 10.129 Transfer of funds from bank
to Corporation, znterest adjustment.
The bank shall make transfers, which
are within -the purview of §§ 10.127 and
10.128, in the full amount required to
retire the indebtedness to the Corpora-
tion and no reimbursement. for interest
credited thereon as of the date of trans-
fer -or prior mstallmQnt dates shall be
-made to the bank by the Corporation;
provided, however, that if the indebted-
ness to the Corporation to which the
future payment funds are to be applied
bears a igher effective rate of interest
than the -indebtedness on which the
funds were held unapplied, then the
Corporation shall allow a simple interest
credit at the difference in such rates
for the period(s) such difference -existed
or the period(s) such funds were held
unapplied by the bank, whichever is
the lesser, and the bank shall transfer

an amount which, together with the
simple Interest credit allowed by the
Corporation, will retire the indebtedness,
The first amount accepted as future
payment funds by the bank shall be
considered as the first amount paid out
of the future payment funds either on
the indebtedness to the bank or on the
indebtedness to the Corporation.

§ 10.130 -Transfer of funds from Cor-
poration to bank. The provisions of
§§ 10.127, 10.128, and 10.129 shall apply
with eqhal force to any application on
the borrower's indebtedness to the bank
from the future payment funds held by
the Corporation for the borrower's
credit;-for this purpose the terms "bank"
and "Corporation" shall be read con-
versely.

§ 10.131 Disposition of unappflcd
funds. When the balance of unapplied
future payment funds held by the bank
together with interest allowance thereon
is reduced to $10 or less, at Its option the
bank may apply such balance on the bor-
rower's indebtedness to the bank, subject
to notification to the borrower of such
action and reversal if he so requests,
Any balance of unappled future pay-
ment funds together with interest allow-
ance thereon held in connection with the
borrower's indebtedness shall be re-
funded to the borrower by the bank when
the indebtedness Is paid In full: Provided,
however, That amounts of future pay.
ment funds held by the bank for the
credit of a borrower who Is indebted algo
to the Corporation, may, at the written
direction of the borrower, be transferred
to the Corporation, when the borrower's
indebtedness to the bank is paid in full,
Such funds transferred shall be subject
to an interest allowance by the Corpora-
tion, in accordance with §§ 10.122 (a)
and 10.129. The provisions of this see-
tion shall apply with equal force to the
disposition of balinces of future pay-
ment funds held unapplied by the Corpo-
ration; for this purpose the terms "bank"
and "Corporation" shall be read con-
versely.

SUBROGATION

10.134 Subrogation of insurer Jol-
lowzng Payment of loss. An Insurance
company which has made payment to a
bank under the uniform loss payable
clause, but which dlenies liability to tho
mortgagor, is not entitled to subrogation

-agalnst the endorsing association because
of such payment. Nor can such an
insurer, in the case of an association-
endorsed or direct loan, obtain an Inter-
est In the bank stock pledged with the
bank as security for the loan, No as-
Ignment of mortgage or other form

executed by a bank In favor of such an
insurer shall by express provision Or
by Implication undertake (a) to transfer
any right of the bank against the en-
dorsing association or any Interest in
the bank stock pledged by the associa-
tion in connection with the loan, or (b)
in the case of a direct loan, to transfer
any right or Interest to the Insurance
company In the direct loan stock.

BETIREMENT OF STOCX

§ 10.149 General policy. It Is 'the
general policy of the Administration that

4778



Thursday, August 13, 1953

the bank stock'issued in connection with
a loan made through an association shall
not be retired in whole or in part until
the loan has been paid in full except in
individual cases where unusual circum-
stances are involved.

§ 10.150 Partial retirement of stock.
In individual cases where the amount of
bank stock held as security for a loan is
substantiallyin excess of 5 percent of the
unpaid balance of the loan and the bank
determines that retirement of the excess
stock is advisable, the Administration
approves, under section 7 of the Federal
Far nLoan Act (12 U. S. C. 721) the re-
-tirement of that portion of such stock
which is in excess of 5 percent of the un-
paid balance of the loan, provided (a) the
capital stock of the association through
which the existing loan was made is not.
impaired and such stock retirement will
not make the principal remaining unpaid
upon mortgages already received from
the association exceed 20 times the
amount of stock in the bank owned by
such association, or the only stock out-
standing in connection with the existing
loan is bank stock, and (b) such.retire-
ment of stock is in accordance with au-
thorization given by the bank's board of
directors by appropriate resolution.
§ 10.151 Retirement of stock to con-

plete pay/ment of loan with future iay-
ment funds. If a bank has provided in
the terms and conditions under which it
has accepted future payment funds that
when the amount of stock and the future
payment funds held in connection with
the loan are sufficient to pay off the loan
in full, they may be so applied, and if the
board of directors of the bank has
adopted a resolution providing for the
retirement of the stock in such circum-
stances, the Administration approves,
under section 7 of the Federal Farm Loan
Act (12 U. S. C. 721) such retirement of
stock.

IHNERAL RIGHTS

§ 10.218 Holding for more than 5
years. In cases where, in connection

- with a sale of bank-owned real estate, the
bank has retained royalty or other rights
in or to minerals, and desires to hold
such rights for a period in excess of 5
years, it is not considered that the bank
has both "title and possession" of real
estate within the meaning of section 13
(Fourth (b)) of the Federal Farm Loan
Act (12 U. S. C. 781 (4) (b)) However,
retention of such minerals and mineral
rights for periods in excess of 5 years,
when in the bank's opinion it is in the
bank's interest to do so, has the approval
of the Administration.

BONDS
Aurn=arr: § 10.293 to 10.296 interpret or

apply sec. 20.39 Stat. 377; 12 U. S. C. 862.
§ 10.293 Method of calling consoli-

dated Federal farm loan bonds. When
any Federal land bank shall desire to call
for redemption any consolidated Federal
farm loan bonds outstanding on its be-
half, it shall, pursuant to appropriate
authorization of the 12 Federal land
banks, file with the Farm Credit Admin-
istration, at least 20 days prior to the
date on which the call is to become effec-
tive, a certified copy of a resolution of its

No. 158--2

board of directors authorizing such call.
The Land Bank Commissoner shall, at
least 15 days prior to the date on which
the call is to become effective, approve or
disapprove the call and, If the call is ap-
proved, shall cause formal notice thereof
to be published, at least 15 days prior to
the effective date of the call, in the Frn-
ERAL REGisTEf and through any other
facilities that the Farm Credit Admin-
istratlon may elect. Such notice shall
describe the bonds so called for redemp-
tion and shall designate the place or
places where and the date on and after
which they will be payable. Approval
of the call and publication of notice as
herein required shal be deemed a com-
plete call. From the date of redemption
designated in any such notice, interest
on the bonds called for redemption shall
cease.

§ 10.294 Call for less than entire issue
of consolidated Federal farm loan bonds.
In any case In which it Is desired to call
for redemption less than all of the out-
standing bonds of any issue or issues.
the bonds to be so called shall be selected
in such manner as the Land Bank Com-
missioner shall prescribe.

§ 10.295 Payment of lost or stolen
bonds and coupons issued by a bank in-
dividually. Whenever It appears to the
Land Bank Commissioner, by clear and
satisfactory evidence, that any Interest-
bearing bond or any coupon thereof is-
sued by any Federal land bank or Joint
stock land bank has, without bad faith
on the part of the owner, been lost,
stolen, or destroyed, and is not lawfully
held by any person as his own property,
or has been so mutilated or defaced as
to impair its value to the owner, and
Is identified by number and description,
the Land Bank Commissioner may au-
thorize payment to be made (upon ap-
proval of the proofs of loss, etc., bonds
of indemnity and related papers filed
with the banks of issue in such cases,
detailed information as to which has
been furnished the banks) without re-
quiring the issuance of any now bonds
for record purposes.

§ 10.296 Owner of lost bond to file
bond of mdemnity. The owner of any
sucl lost, stolen, or destroyed bond or
coupon shall file with the bank of Issue
a bond of indemnity in a penal sum
equal to the face amount of the bond or
coupon, plus an amount sufclient to
protect the bank from any loss on ac-
count of interest which may be payable
on such lost, stolen, or destroyed bond.
A corporate surety to be approved by the
bank of Issue and the Land Bank Com-
missioner shall be required for the bond
of indemnity when the penal stum
exceeds $50.

PART 11-NATIOITAL FAhiI LO.al
AssOCIATIONS

CIASSnCATIONr O ASCITIOMs
Sec.
11.378 Cla-sfication of cosoclattons.

Er11ILMENT OF Uo=

11.382" Retirement of stceX upon repay-
ment of loan,

co.-IOL-mIONr 07 A reSOCINs

11.1013 Action by directorm.
11.1014 Action by members.
11.1015 Completing consolldatlon.
11.1010 egal reserve.

vOLuzmAny LIumsATxorr

11.1017 Action by azsoclatlon board of di-
rectors.

11.1018 Action by members.
11.1019 Procedure for obtaining consent of

Administratton.
11.1020 Completing liquidation.
11.1021 Dl-positiOn of assocatlon reccrd:;.

nVOL irAn LIQVATO r

11.1022 Uetbod of liquidation.
11.1023 Action by bank.
11.1024 Certificatlon by officer of bank.
11.1029 Approval by AdminLtration.
11.1026 Dstribution of assets; completing

liquidation.
11.1027 Examination: dizposltlon of books

and records.

11.103 Dglibilty determined by location
of land.

11.10239 Husband or wife as sole o.mer.
11.1030 Joint owners.
11.1031 lvestock corporations.
11.1032 Other corportlon-.
11.1033 Voting by proxy.

Aumo=rrT: ;§ 11.378 to 11.1033 L:=ed
under e 0, 47 Stat. 14: 12 U. S. C. 685.
Statutory provLons interpreted or applied
are cited to text.

llorn: § 11.373 to 111033 are from Federal
Land Bank %lanual (s-tion numbers with
leI- than four decimal) and National Farm
loan Assoclation Manual (cection numbers
wlth four decimal,) and corresponding s-ec-
tion numbers In such mauuals are included
as part of code sectio number following
decimal.

Vlhero the w7ord "bank" appears alone, it
refers to a Federal land bank; the 'word
"Corporation" refem to the Federal Farm
Mortgage Corporation; the word "_-ccla
tion" refcra to a national farm loan =ssoci.-
tlon; and the vord "Administration" refers
to the Wazhngton ofice of the Farm Credit
Adminvotration.

CLASSI rTION Or sOCIriO:;s
§ 11.378 Classification of associations.

The banks shall make such review of the
financial condition of national farm loan
associations as Is necessary to ascertain
when the capital stock of an association
becomes Impaired. The stock of an
association shall be considered Impaired,
and the association shall be classified as
"Impaired," If the total of Its liabilities
(ncluding estimated losses on contin-
gent liabilities) and capital stock is in
excess of Its total assets and such excess
may not reasonably be regarded, under
all circumstances, as negligible in
amount or percentage, as apparent
rather than real, or as temporary only.

lREIiENM Or SrCC

§ 11.382 Retirement of stock upon re-
payment of loans. When a mortgage
loan through an association with unim-
paired stock Is paid in full, the bank shall
retire Its stock outstanding in connection
with such loan and shall pay Its unr value
In cash to the association. Upon there-
tirement of the bank stock, the as-sccia-
tion shall retire Its stock outstandin. in
connection with such loa and shall pay
the full proceeds thereof, less the amount
of any claim of the association which
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may properly be offset against such stock
proceeds, to the owner of, or the holder
of a valid assignment of the beneficial
interest in, such stock. The bank may,
however, pursuant to a general resolu-
tion adopted by its board of directors
and approved by the Farm Credit Ad-
ministration, retire its stock and, with
the consent of the association, credit an
amount equal to the par value thereof
as a last payment on the retiring
borrower's loan. Before crediting stock
of an unimpaired association to the re-
tiring borrower's loan, the bank shall
have satisfactory evidence that the per-
son paying off the loan. either owns,-or
holds a valid assignment of the bene-
ficial interest in, stock issued by the asso-
ciation in connection with such loan and
the association does not have a valid
claim which properly may be offset
against the proceeds of such stock upon
Its retirement.

CONSOLIDATION OF ASSOCIATIONS

ATHORTrY: §§ 11.1013 to 11.1016 interpret
or apply sec. 29, 39 Stat. 381, 12 U. S. C. 965.

§ 11.1013 Action by directors. The
board of directors of each association
to be consolidated shall take appropriate
action to authorize the execution of a
consolidation agreement and articles of
association for each association to be
created as a, result of the agreement.
The board may designate one or more of
its members to serve with representatives
of each of the boards of the other asso-
ciations involved as an organization
committee for the formation of the new
association or associations. Each beard
of directors, or the representatives of
each association on the organization
comnittee pursuant to authority by the
association board of directors, shall ex-
ecute on behalf of such associations the
agreement of consolidation and articles
of association on forms prescribed by the
Commissioner and shall appoint not less
than five nor more than seven qualified
persons to serve as directors for each as-
sociation to be created as a result of the
agreement, who will constitute the. board
of directors for the period intervening
fron the date of organization to the date
fixed in the bylaws for the first annual
meeting of stockholders or until their
successors are elected and have qualified.

§ 11.1014 Action by members. Meet-
ings of association members shall be
called in accordance with the provisions
of the bylaws of the association. Notices
of the meetings, containing a brief state-
ment of the proposal, shall be mailed to
each stockholder of record. A favorable
vote of a majority of the members pres-
ent and voting at each separate meeting
shall be necessary for the approval of
the proposed consolidation, and such
members shall adopt resolutions ratify-
ing and approving the execution of the
agreement of the consolidation and
articles of association in the name of the
association. The secetary-treasure"
shall certify to the action taken at the
meetings-of members, and his certificate
shall set out the resolution adopted by
the members ratifying the execution of
the consolidation agreement.

§ 11.1015 Completing consolidation.
Upon completion of- the association
action, one set of organization papers for
each association being organized, with
the bank's recommendation, andl a fi-
nancial statement for each constitutent
association and each consolidated asso-
ciation being created as a result of the
agreement, shall be submitted to the
Commissioner for consideration. Upon
approval by the Commissioner, not4ce of
such approval and the effective date of
the consolidation will be sent to the bank
and each consolidated association, and a
charter will be issued to the new associa-
tion or associations which will be for-
warded to the association or associations
through the bank. Upon receipt of the
approval notice, the bank should provide
assistance in transferring all assets in
accordance with the consolidation agree-
ment, setting up the new books and
establishing such other procedures as
may be found necessary. The transfer of
assets should be made the day following
the effective date of the consolidation, if
possible. The secretary-treasurer ot
each new association should take appro-
priate action to effect changes in stock
issues, and should ndtify promptly each
of the members that the consolidation
has been approved. The charters of the
constituent associations should be sur-
rendered and sent to the Administration
for cancellation. The Administration
should be notified by the bank of the
completion of the consolidation upon the
issuance of new bank stock to the new
association or associations in exchange
for the stock held by the constituent
associations.

§ 11.1016 Legal reserve. The legal
reserve requirement for the new associa-
tion or associations at the time of com-
pletion of the consolidation shall be the
total of the unimpaired legal reserves of
the constituent associations.

VOLUNTARY LIQUIATION

§ 11.1017 Action by association board
of directors. The board of directors of
any association desiring to enter into vol-
untary liquidation shall develop a com-
plete plan of liquidation setting forth in
detail the reasons why it is considered
advisable for the benefit and best inter-
ests of the association members that the
association should be liquidated, con-
taming a current financial statement of
the association, and specifically provid-
ing:

(a) That the association should be
liquidated and its charter canceled;

(b) - That all liabilities of the associa-
tion, including contingent liabilities in-
curred by the association by reason of its
endorsement of mortgages, shall be paid

,in full, or the payment thereof provided
for to the satisfaction of the Administra-
tion;

(c) That the amount of contingent
liabilities shall be mutually agreed upon
by the association and the Federal land
bank, but in the event such agreement.
cannot be reached, the amount of such
liabilities shall then be determined by
the Administration;

(d) In the event the association does
not have sumcient assets to pay all its

liabilities without creating an Impair-
ment of its capital stock, the manner in
which the necessary funds will be raiscd;
.(In this connection an association may
by unanimous action of its members levy
an assessment on the members in pro-
portion to the amount of stock held by
each to raise the required funds, or it
may accept voluntary contributions
from Its members for the pArpose of
restoring the stock to an unimpaired'
condition after making provision for all
liabilities of the association.)

(e) That funds in an amount equal
to the net legal reserve of the association
after provision for all Its liabilities shall
be transferred to the bank of the district:

(f) That the remaining assets of the
association, other than its capital stock
in the Federal land bank, shall be dis-
tributed among its stockholders, or their
successors in Interest, of record on the
books of -the association as of the effec-
tive date of liquidation, pro rata accord-
ing to their respective shareholdings;

(g) That the plan of liquidation shall
not become effective until consent, In
writing, Is obtained from the Admin-
istration; and

(h) That the effective date of liquida-
tion shall be the date specified by tho
Administration in the written consent
to liquidation.
A copy of such plan shall be submitted
to the stockholders of the association as
provided in § 11.1018.

§11.1018 Action by members. Aspo-
cial meeting of the association members
shall be called. Notice of the meeting
shall be mailed to each stockholder of
record at least 20 days prior to the date
of such meeting, and shall contain a full
statement of the voluntary liquidation
proposal or shall have incorporated In
it by reference and attached thereto a
complete copy of the plan of liquidation
developed by the directors of the asso-
ciation. A favorable vote of at least
two-thirds of the stockholders of the as-
sociation, at the special meeting called
as herein provided, shall be necessary
for-the approval of the proposed liqui-
dation. Such approval shall be evi-
denced by a resolution of the stockhold-
ers approving in its entirety the plan of
liquidation developed by the directors
and authorizing and instructing the of-
ficers of the association to do all things
necessary to carry into effect the liqui-
dation and render the plan of liquida-
tion effective. The secretary-treasurer
shall certify to the action taken at the
meeting of the stockholders, and his cer-
tificate shall set out the resolution
adopted by the stockholders authorizing
the liquidation of the association and
the fact that the number of stockholdets
voting for the motion In the assembled
meeting constituted at least two-thirds
of the stockholders of record of the as-
sociation on the date of the meeting.

§ 111019 Procedure for obtaiintg
consent of Administration. Upon com-
pletion of the stockholder action, two
certified. true copies of the resolution and
two copies of the plan, together with the
charter of the association, should be for-
warded to the bank. The association
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shall be examned by a farm credit ex-
aminer as soon as possible following
receipt by the bank of the liquidation
plan. After the examination is made,
the bank should forward to the Admin-
istration one copy of the resolution and
plan, together with the charter of the
association, and its recommendations in
the matter with the supporting reasons
for such recommendations. If the Ad-
mnstration consents to the plan, no-
tices of such consent, setting forth the
effective date of the liquidation and any
other requirements of the Admimstra-
tion, will be sent to the bank and to the
association.

§ 11.1020 Completing liquidation.
Upon receipt of notice of consent from
the Admimstration, the association shall
immediately take the necessary action to
liquidate its affairs, as required by the
plan of liquidation and the consent
thereto. When the necessary action has
been completed, evidence thereof in the
form required by the Administration in
its written consent to the liquidation
shall be transmitted to the bank, and, if
the bank is satisfied that all require-
ments of the plan have been carried out
such evidence shall be forwarded to the
Farm Credit Administration. If the Ad-
ministration is satisfied that all liquida-
tion steps have properly been taken, it
will advise-the bank, and the bank upon
receipt of such advice shall cancel the
stock held by the association in the
bank and thereupon issue its stock to
the borrowers through the association
pursuant to the provimons of 12 U. S. C.
966. The Administration should be noti-
fied when the cancellation and ressu-
ance of stock have been completed by
the bank.

§11.1021 Disposition of assocation
records. Upon completion of liquida-
tion, the books and records of tle asso-
ciation shall be forwarded to the office of
-the resident farm credit exammer for
final examination; provided, however,
that upon the written request of the sec-
retary-treasurer of the association, such
final examination shall be made at the
association's office prior to the release of
the books and records by the association.
Upon completion of the examination, the
books and records will be forwarded to
the Administration by the resident farm
credit examiner.

niVOUN rY LIQUMATIOIn

§ 1L1022 Method of liquidation. Any
association may be liquidated by the re-
tirement by a bank, with the approval of
the-Administration, of all the stock held
by the associationin the bank and the
retirement of the corresponding shares of
stock in the association. In the absence
of special circumstances, approval will
not be given to a liquidation by this
method unless the association. has less
than 10 members and it appears to the
satisfaction of the Administration that
the association cannot or will not func-
tion and that its continuance will not
serve a useful purpose.

§11.1023 Actionbybank. Theboard
of directors- of the bank shall take ap-
propriate action to adopt a resolution re-
questing approval of the Administration

to pay off at par and retire all stock held
by the association in the bank. The
resolution should specifically state that.,
in the judgment of the board, It is ad-
visable for the benefit and best interes ts
of the association members and those
engaged in agriculture in the territory
of such association that all stock held by
the association in the bank and all cor-
responding shares of stock in the associa-
tion held by borrowers through It should
be retired and the association liquidated.
In the event an association is unable to
pay its indebtedness In full, the resolu-
tion should further state the considera-
tion the bank has given to the enforce-
ment of the liability of the stockholders
for the payment of the association's
debts and the conclusion reached.

§ 11.1024 Certification by ofi7cer of
bank. The appropriate bank officer shall
certify to the action taken at the meet-
ing of the board of directors, and his cer-
tificate shall set out the resolution
adopted by the board.

§ 11.1025 Approval by Administra-
tion. Upon completion of the board's
action, a certified copy of the resolution.
accompanied by a detailed statement of
facts concerning the condition, opera-
tions, and prospects of the asoclation,
should be forwarded to the Administra-
tion. Upon approval or disapproval of
the bank's request by the Administra-
tion, notice of such decision will be sent
to the bank. Upon receipt of approval
notice, the bank shall take the necess.ary
action to pay off at par and retire the
stock held by the association In the bank,
and when such action has been com-
pleted, the bank shall notify the Ad-
ministration. The Administration will
advise the association of the retirement
by the bank of Its stock.

§ 11.1026 Distribution of assets; com-
pleting liquidation. The Admini tration
will advise the association of the retire-
ment by the bank of Its stock. Upon re-
ceipt of this information the association
shall have recorded on Its books the
retirement of the corresponding stock of
the association held by the borrowers;
determine by agreement with the bank
the amount of contingent liabilities in-
curred by the association on account of
endorsed mortgages and include such
amount in the liabilities of the azocla-
tion; apply all assets of the asociation to
the extent necessary to the payment of
its liabilities; distribute any remaining
assets to its stockholders, or their succes-
sors in interest, of record on the books of
the association as of the effective date of
liquidation, pro rata according to their
respective shareholdings; and return the
charter of the association to the ban]: for
transmittal to the Administration for
cancellation.

§ 11.1027 Exammatfon; disposition of
books and records. Upon completion of
liquidation, the books and records of the
association shall be forwarded to the
office of the resident farm credit exam-
iner for final examination: Provided,
however That upon the written request
of the secretary-treasurer of the azsocla-
tion, such final examination shall be
made at the association's office prior to

the release of the books and records by
the association. Upon completion of the
examination, the books and records wll
be forwarded to the Administration by
the resident farm credit examiner.

EMrIBLn IEzinxzs

§ 11.1028 Eligibility determned by
location of land. A farm owner Aall be
eligible to membership in the national
farm loan azscclation within whose char-
tered territory any part of the land to
be mortgaged Is located, regardless of the
applicant's place of residence. If the
farm to be mortgaged lies within the
territory of two or more associations, the
applicant s all b2 eligible to join any one
of the assoclations,.but if the lands to be
mortgaged are not adjoining, they wil be
treated as a single farm for loan pur-
poses only If the separate units are under
common management and are in such
proximity to each other as to constitute
practically one operative agricultural
unit.

§ 11.1029 Husband or wife as sole
owner When husband and wife both
sign a mortgage but one or the other is
sole owner, the one In whose name the
title stands Is the one who is eligible to
membership In the association.

§ 11.1030 Joint owners. In cases of
joint ownership, each owner who as-
sumes personal liability for a loan must
be elected to membership in the associa-
tion through which the loan is made and
the association stock must be issued
jointly to all such owners.

§ 11.1031 Livestoci co7porations.
Corporations engaged In the raising of
livestock are eligible to become members
of national farm loan associations. If
a llveztock corporation which is eligible
for a loan purchases property mortgaged
to a land bank It may, with the approval
of the bank, assume the mortgage and
stock interests of the vendor. If an
assoclatlon approves the application of a
livestock corporation, the corporation
Itself should be elected to membership
and the association stock issued in its
name. The corporation mu t authorize,
by power of attorney, one of its share-
holders to act for it In all .. ociation
matters. The prson so authorized to
act for the corporation may be elected
a director of the association, provided he
Is a bona fide resident of the territory
within which the association is author-
ized to do business. The power of attor-
ney referred to should be so drawn that
It will continue in-full force and effct
until the association has received an-
other power of attorney to supersede the
old one or until the old power has-been
reroked.

§ 11.1032 Other corporations. In the
event a corporation becomes the pur-
chaser of the mortgaged property, while
it may arume the payment of the exist-
Ing mortgage, It cannot become a mem-
ber of or an actual stockholder in an
association unless It qualifies as engaged
In the raising of livestock. However, an
corporation may purchase the equity of
redemption of the original borrower in
such stock and thereby become entitled
to any dividends on said steck and ulti-
mately to the proceeds thereof. Stock.
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that has been so purchased cannot be
transferred on the stock certificate book
of the association, but the fact that an
assignment has been made may be noted
on the back of the certificate so that the
proceeds, including the dividends, may
be paid the person equitably entitled
thereto. The original owner, so far as
the association is concerned, remains
the stockholder whether the purchaser
of the equity does or does not agree to
assume the liability.

§ 11.1033 Voting by proxy. Voting by
proxy shall not be permitted at stock-
holder's meetings of associations unless
the proxy holder is (a) the person au-
thorized to act for a livestock. corpora-
tion owning the stock, (b) a joint owner
of the stock, or (c) the husband or wife
of the owner of the stock. In the latter
case, said-husband or wife shall not be
eligible to any office in the association.

PART 19-FEES AND CHARGES ON LOANS
ASSOCIATION FEES

See.
19.220
19.221
19.222

Applications.
Closed loans.
Additional and refunding loans.

BANX FEES

19.223 Applications.
19.224 Applications on specialized farms.
19.225 Appraisals.
19.226 Additional and refunding loans.
19.227 Divisions of loans.
19.228 Nonresident investigations.
19.229 Partial releases.
19.230 Release of personal liability.
19.231 Forebearance agreements.
19.232 Reamortizations.
19.233 Reinstatement of loans.
19.234 Reinstatement of loans after bank-

ruptcy proceedings.

AuTnor: §§ 19.220 to 19.234 issued under
secs. 11 "Third" 13 "Ninth" 39 Stat. 369,

372. as amended; 12 U. S. C. 761 "Third!' 781
"Ninth"

NoTE: H§ 19.220 to 19.234 are from Federal
Land Bank Manual and corresponding sec-
tion numbers in manual are included as part
of code section number following decimal.

Where the word "bank" appears alone, it
refers to a Federal land bank, all other banks
being properly identified by name; the word
"Corporation" refers to-the Federal Farm
Mortgage Corporation; the word "associa-
tion" refers to a national farm loan associa-
tion; and the word "Administration" refers
to the Washington office of the Farm Credit
Administration.

ASSOCIATION FEES

§ 19.220 Applications. Associations
may collect-an association application
fee of not more than $5 in connection
with each application: Provded, how-
ever That the amount of any such fee
shall not exceed 1 percent of the amount
of the loan applied for. If the property
offered as security is subject to any out-
standing mortgage loan or loans held by
the bank, the'Corporation, or both, re-
gardless of, the amount stated in the
application, the application fee shall be
based on an amount applied for which
includes the unmatured principal, as of
the date of the application, of such out-
standing mortgage loan or loans. The
application fee may be collected at the
time the application is filed. It may be
retained by the association regardless of
whether the loan is rejected or closed as

a new, additional, or refunding bank
loan: Provded, however That i4 no
association appraisal is made after a fee
provided for in this section has been
collected, the amount of such fee shall be
refunded.

§ 19.221 Closed loans. Except as pro-
vided in § 19.222, when a bank loan is
closed, associations may collect a closed
loan fee in an amountwhich, when
added to the association application fee
already collected, will equal but not ex-
ceed 1 percent of the amount of the bank
loan closed.

§ 19.222 Additional and refundhIg
loans. Where, upon the basis of an ap-
plication in which there is offered as se-
curity property which is mortgaged, in
whole or in part, to a bank, the Corpora-
tion, or both, a bank loan is closed
through an association which endorsed
the outstanding bank loan, the associa-
tion may, whether the transaction is
completed by way of a supplemental loan
or a rewriting of the outstanding loan,
collect a closed loan fee which, when
added to the association application fee
already collected, will not exceed 1 per-
cent of the amount which represents
other than unmatured principal of the
outstanding bank loan as of the date of
the application. Where, upon the basis
of such an application, a bank loan is
closed through a different association
than that which endorsed the outstand-
ing bank loan, or through any associa-
tion if only a loan held by the Corpora-
tion was outstanding, the association
may collect a closed Than fee which,
when added to the association applica-
tion fee already collected, will not exceed
1 percent of the amount for which it
endorses the bank loan or bank purchase
money mortgage.

BANK FEES

§ 19.223 Applications. The banks
may collect an application fee of not to
exceed $10 on each application.

§ 19.224 Applications on spectalized
farms. In the case of applications for
loans (or increased loans or divisions of
loans) on specialized farms of certain
types, such as turpentine farms, ranches,
and orchards, where appraisal costs are
unusually high, the banks may establish,
subject to the approval of the Land Bank
Commissioner, special additional fees in
recognition of the higher cost of ap-
praisal of such property.

§ 19.225 Appraisals. The fee deposits
authorized by these regulations should
be retained by the bank if an appraisal
is made of the property, but in any such
case where an appraisal is not made, the
fee should be refunded in its entirety to
the applicant. Where a reappraisal is
required because of delay of the appli-
cant or is made at his request, the appli-
cant may be required to pay a second fee.

§ 19.226 Additional and refunding
loans. In connection with applications
for additional or refunding 1 o a n s,
whether or not additional security is
offered, the bank may require that a fee
or not more than $10 be submitted with
the application.

§ 19.227 ivisions of loans. A fee of
$5 may be charged in connection with
each application for the division of an
existing loan.

§ 19.228 Nonresident investigations.
Where, in connection with an applica-
tion for a new loan, an increased loan,
or the division of an existing loan, It ap-
pears necessary for the bank to make a
nonresident personal investigation, the
applicant may be required to pay a fee
of $7.50, such fee to be refunded in its
entirety to the applicant if the Investi-
gation is not made.

§ 19.229 Partial releases. A fee of
$10 may be charged in connection with
each application for a partial release of
the mortgaged security, but the fee
should be returned to the applicant in
its entirety If an appraisal is not made,
Provision may be made, subject to the
approval of the Land Bank Commis-
sioner, for additional fees in the case of
applications for releases in connection
with specialized farms,

§ 19.230 Release of personal lability.
Where, upon transfer of title to the
mortgaged property, an application Is
made for release from personal liability,
the bank may require a fee of $10 In
connection with each application, such
fee to be refunded in Its entirety to the
applicant, in the event an appraisal of
the property is not made.

§ 19.231 Forbearance agreements.
No fees may be charged in connection
with forbearance agreements but bor-
rowers may be charged with direct out-
lays for determination of title Including
filing of notarial expense.
z §19.232 Reamortizations. An
amount not to exceed actual costs, such
as abstract, notarial, recording and nec.
essary incidental items, Incurred in con-
nection with a reamortization, may be
charged-the borrower.

§ 19.233 Reinstatement of loans,
When a bank or the Corporation has
instituted foreclosure or has taken steps
necessary preliminary to foreclosure, it
may require a borrower who wishes to
reinstate such defaulted loan, to reim-
burse it for any items of actual expense
which It- legally could include In Its
foreclosure fee; but no fee may be
charged upon a reinstatement for any
items of expense which legally could not
be Included In the foreclosure fee (such
as purely collection costs) even though
the amount of such outside items s less
than the charges which could lawfully
be Imposedwere the foreclosure to be
completed.

§ 19.234 Reinstatement of loans after
bankruptcy proceedings. If under the
laws In- force in a particular State the
bank or Corporation may legally condi-
tion its reinstatement of a loan called
for foreclosure upon the borrower's pay-
ing, or agreeing to pay, reasonable at-
torney's fees actually Incurred In
defending proceedings instituted by the
borrower under section 75 of the Bank.
ruptcy Act, the collection of these fees
from the defaulting borrower may be
made a condition of reinstatement. Re-
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appraisal costs may be included In the
reinstatement fee.

[SEAL] CARL COLVIN,
Acting Land Bank Commissioner

[F. R. Doec. 53-7141; Filed, Aug. 12, 1953;
8:55 a. in.]

Chapter Ill-Farmers Home Adminis-
tration, Department of Agriculture

Subchapter B-Farm Ownership Loans

[FHA Instruction 465.2]

PART 372-SECURITY SERVICING AND LIQUI-
DATIONS; FAPR OwNERSHIP LOANS

SUBPART f---TRANSFERS OF FARMS VIT
RELEASE FROM PERSONAL LIABILITY

Subpart B, Part 372, Title 6, Code of
Federal Regulations (13 F R. 9462) is
revised to read as follows:
Sec.
372.21 General.
372.22 Delegation of authority.
372.23 General terms and conditions relat-

ing to farm transfers.
372.24 Other matters affecting preliminary

arrangements and closing.
372.25 Preparation of transfer docket In

county office.
372.26 Approval and closing of transfers.

Avrnonn : § 372.21 to 372.26 issued under
sec. 41 (1), 60 Stat. 1066, sec. 4 (c), 64 Stat.
100; 7 U. S. C. 1015 (1), 40 U. S. C. 442 (c).
Interpret or apply secs. 2 (b), 41 (g), 60
Stat. 1063, 1065, pec. 2 (f), 64 Stat. 99; 7
U. S. C. 1001 (note), 1015 (g), 40 U. S. C.
440 (f). Other statutory provisions inter-
preted or applied are cited to text in paren-
theses.

§ 372.21 General. This subpart pre-
scribes the authorities, policies, and pro-
cedures for transfers of Farm Ownership
farms to approved applicants, with re-
leases of the transferors from personal
liability, in accordance with titles I and
IV of the Bankhead-Jones Farm Ten-
ant Actk as amended, and section 2 (f)
of the Rural Rehabilitation Corporation
Trust Liqidation Act. Also, it provides
for extending financial assistance to- en-
able transferees of farms transferred
hereunder to pay equity, or to develop or
enlarge them into efficient family-type
farm-management units.

(a) Applicability. Farms which may
be transferred under this subpart are
those farms which are security for:

(1) Direct loans made from title I
funds.

(2) Credit sales of farms pursuant to
sections 43 and 51 of the Bankhead-
Jones Farm Tenant Act, as approved
July 22, 1937, or as amended or Public
Law 563, 79th Congress, which are clas-
sified under Farm Ownership.

(3) Direct loans or credit sales by a
State Rural Rehabilitation Corporation
or under transfer agreements with the
Secretary of Agriculture, provided there
is in effect an agreement entered into
between the Government and the State
Rural Rehabilitation Corporation or
other authority, pursuant to section 2 (f)
of the Rural Rehabilitation Corporation
Trust Liqidation Act, Public Law 499,
81st Congress, which are classified under
Farm Ownership.

FEDERAL REGISTER

(4) Loans made from Loans, Grants,
and Rural Rehabilitation funds for farm
development (Farm and Home Improve-
ment, Special Real Estate, or Farm De-
velopment loans) which are classified
under Farm Ownership.

(5) Loans or credit sales of farms by ,
or on behalf of Defense Relocation Cor-
porations and Land Leasing and Land
Purchasing Associations, the accounts of
which are considered to be Government
accounts, and are classified under Farm
Ownership.

§ 372.22 Delegation of authority. The
State Director, subject to the policies
and procedures prescribed herein, is
hereby authorized to:

(a) Approve the transfer of a Farm
Ownership farm.

(b) Modify the terms of contracts,
agreements, and other loan Instruments
held by the Farmers Home Adminittrpi-
tion.

(c) Release transferors of farms from
personal liability with respect to their
Farm Ownership indebtedness.

(d) Cause instruments of record to be
modified, released, or discharged.

§ 372.23 General terms and conditions
relating to farn transfers-a) General
policies. The transfer ofa farm may be
effected provided all of the following
conditions exist:

(1) The farm Is suitable for use In
furtherance of title I and the loan Is
classified under Farm Ownership.

(2) All the real estate covered by the
security instrument will be transferred.

(3) The transferees are eligible for
assistance under title L

(4) The transfer can be consummated
on terms under which the transferors
will be released from further personal
liability with respect to their outstanding
Farm Ownership Indebtedness when the
transaction is closed.

(b) Elements of transfers. The trans-
fer of a farm under this subpart will
consist of:

(1) A conveyance of the farm by the
transferors to the transferees, with the
consent *of the Farmers Home Admin-
istration and subject to the mortgage(s),
held by the Farmers Home Administra-
tion. Such conveyance will be by war-
ranty deed, executed by the transferors
at the time of closing the transaction,
on a form prepared or approved by a
representative of the Office of the Solic-
itor. However, if the transferors ac-
quired their title by quitclaim deed from
the Farmers Home Administration or its
predecessors, a special warranty deed
will be used, warranting against title
defects arising subsequent to acquisition
of the property by the transferors.

(2) The simultaneous assumption by
the transferees of personal liability for
payment of the entire or an agreed
amount of the transferors' outstanding
Farm Ownership Indebtedness to which
the farm is subject. Such assumption
of indebtedness will be accomplished
through the use of one or more Forms
FHA-97, "Agreement for Assumption of
Indebtedness," which will be executed by
the transferees at the time of closing
to evidence the obligations assumed by
them and will be executed by the State

Director subsequent to closing to evi-
dence the consent of the Farmers Home
Administration to the transaction.

(3) The release of the transferors
from further personal liability with re-
spect to their outstanding Farm Owner-
cship indebtedness on terms not more
favorable than those recommended by
the County Committee. To effect such
release, Form FHA-.437, "Release from
Personal Liability," will be executed by
the State Director subsequent to clo.ng
for delivery to the transferors. The
notes, bonds, or other instruments evi-
dencing the transferors" Farm Owner-
ship obligations will not be surrendered
except in cases in which a new note and
mortgage are executed by the trans-
ferees covering the obligations assumed.
The transferors! security instrument(s)
will not be released from record, except
in a case where a new note and security
instrument are executed by the trans-
ferees.

(c) Amount of indebtedness to be
assumed. In all cases, the transferees
will assume personal liability for pay-
ment of such portion of the transferors!
outstanding Farm Ownership indebted-
ness as does not exceed the value of the
property being transferred.

d) Value of Property to be trans-
ferred. For the purpose of this subpart,
the value of the property being trans-
ferred will be deemed to be equal to its
fair and reasonable value (including any
planned Improvements) as recertified by
the County Committee, less all expenses
for Improvement or enlargement, or
both, to be incurred by the transferees.
If any title I loan funds remaining in
the trqnsferors' supervised bank account
are to be transferred with the farm the
amount thereof will be deducted from
the expenses mentioned.

(e) Transferees' interest rate. The
transferees will pay interest on the total
amount of the assumed indebtedness, in-
cluding both unpaid principal and ac-
crued interest, at the same rate(s)
charged the transferors under the trans-
ferors' Instrument(s) of debt. If the
amount of the outstanding Farm Owner-
ship indebtedness exceeds the value of
the property to be transferred, the trans-
fer may Involve financial loss to the
Government. In such case, if the trans-
ferees are to assume liability for obli-
gations incurred by the transferors which
bear different rates of interest, the loss
to the Government will be sustained first
on the obligation bearing the lower rate
of interest. Losses will be taken first on
accrued Interest and then on principal.

(f) Transfer involting Payment of
equity to transferors. If the value of the
property (see § 372.23 (d)) exceeds the
amount of the outstanding Farm Owner-
ship indebtedness, the transferees will
assume liability for the payment of the
full amount of the outstanding Farm
Ownership Indebtedness, and may pay to
the transferors such amount of equity as
agreed upon by the transferors and
transferees and approved by the State
Director.

(1) The amount of real estate equity
payment will not exceed the difference
between the amount of the outstanding
Farm Ownership indebtedness and the
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value of the property (see § 372.23 (d))
which is being transferred.

(2) A transfer will not be approved If
in connection therewith the transferors
and transferees arrange for sale to the
transferees of crops or- other property
for a consideration! greater than the fair
'market value thereof as determined by
the State Director.

(3) Any umount paid by the trans-
ferees to the transferors for growing
crops or for -chattels -will not be consid-
ered as a part of the real estate equity.
Any zuch amount(s)- should be paid at
the time of closing the transfer; haow-
ever, the.State Director may approve ar-
rangements ,for payment from the 'pro-
ceeds of crop zales, provided no lien
against the real estate will result .and
the arrangements will not interfere with
the tranferees' ability to discharge cur-
rently the real .estate obligations which
they assume. In no event will payment
for growing crops or chattels be paid
from Farm Ownership loan funds.

(4) Settlement an full 'of the trans-
ferors' real estate 'equity, m the amount
approved by the State Director, should
be made by the transferees -at the time
of closing the transfer. If, 'however, the
equity is being paid with subsequent
Farm Ownership loan funds, the 'pay-
'ment will not be made -until the mepre-
sentative of the Office 'of the Solicitor
determines that the 7subsequent loan is
'properly secured -and advises that- the
loan funds .may be so used. Payments
,hould not be made prior to the .date of
4closing the transfer.

(5) The transferors .and transferees
nust make ul disclosure on -Form

F'HA-923, "Certifications 'Concerning'
Transferof Farm Ownership Farm," for
-onsideration by the State Director of

the amount to be paid gfor real estate
equity and also the amount(s) to be'paid
for growing tcrops or chattels. Any
agreements and understandings -other
than the amount(s) to ,be paid also will
be disclosed in writing and attached -to
Form FHA-923. Failure to :make such
.disclosures for ronsideration.by the-State
_flrector may-subject the transferors and
transferees, and failure to report any
agreementin addition to thoseevidenced
by the transfer docket may subject
Farmers Home Administration 'employ-
ees, to prosecution under certain -crimi-
nal statutes of the United States, includ-
ing Title .8 U. S. C., sections 101 and
1014. The ,County Supervisor is 'respon-
sible for informing the transferors and
,transferees regarding ,these matters.

(6) Payment for the real :estate
equity will be made by the transferees
either with personal funds, other assets,
or with the ,proceeds of a subsequent
Farm Ownership loan, or any :combina-
tion thereof.

(7) Any, debt(s), other thanthe Farm
Ownership indebtedness, owed by the
transferors to the Farmers Home- Ad-
'ministration should be satisfied, to the
extent possible, out of any payment(s)
made to the transferors m .connection
with the transfer, and proper arrange-
ments made for °payment of -any bal-
ance (s) remaining unpaid.

(g) Subsequent 'oans 'to transferees.
When required for payment of equity to

RULES AND REGULATIONS

the transferors or to develop or enlarge ship Indebtedness prior to requesting a
the unit so as to create an efficient statement of the transferors' Farm Own-
famil?-typefarm, a subsequent loan may ership account from the Area Finance
.be made in connection with a transfer Office.
an accordance with Part 333 of this (b) Loan funds obligated for trans-
chapter and § 372.25 k) If the unit ,ferors. If funds have been obligated In
,being transferred represents an asset of favor of the transferors for deferred farm
a State Rural 'Rehabilitation Corpora- development, and such funds have not
tion, the subsequent loan must be made been advanced, the obligation must be

"from Corporation funds, canceled. Withdrawing funds obligated
(h) Transferees' payment period. for the transferors for the purpose of

Obligations assumed by transferees will makihg them available to'the trans-
be retired within the remaining period ferees is prohibited.
of time provided in the earliest natur- (c) Farm development or enlargement
ing notes, bonds, or agreements executed needs. In each transfer case, consider-
'by the transferors in connection with ation will be given to, and provision
their obligations, unless the County Coin- made for, such farm development or
mittee recommends that a longer pay- enlargement as Is necessary to bring the
ment perod, be established for the unit up to minimum Farm Ownorghip
transferees apd the State Director de- standards. If -necessary, a subsequent
'termines that such action is necessary. Yam Ownership loan will be processed
'However, an no case will the State in favor of the transferees to complete
Director approve a payment period for the planned farm development as re-
the transferees which exceeds either the flected in the Farm Development Plan
shortest period which he dems to be of the transferors or to Perform farm
necessary or a period of forty years from development items or enlargement de-
the date of Form(s) T!HA-97. termined at the time of the transfer to

(i) Transferees' first instalments. be necessary to make the unit an efficient
The transferees' -first installment will be family-type farm. Such a subsequent
made payable on December 31 -following loan will be processed simultaneously
the date ofForm(s) FHA-97. The -pay- -ith'the transfer.
ment schedule 'established in Form(s) (d) Taxes. Paymelt of taxes for the
ERA-97 will provide as 'nearly as pos- year in which the transfer takes place

sible for retirement of the assumed in- should beiconsidered by the transferors
debtedness through payment 'by "the and transferees in making preliminary
transferees of equal annual installments, arrangements regarding terms of the
However, if the transferees vill.not have transfer. Any agreement for 'proration
been in possession of the farm for'a full .of the tax payment(s) should be noted
!crop year pror.to the due date estab- an Item '9 of Form.,HA-922, "Farn
lished for the first installment, will 'ot Transfer Information." If an agree-
receive the benefits of the crop grown ment is reached to prorate the current'
durmg'thatyear,and will not have other year's taxes, the arrangement should
,funds .with which to pay u full annual provide fora cash payment by the trans-
mnstallment, the State Director may ap- ferors from personal funds to the trans-
'prove a first installment in such amount ferees'in the agreed amount at the time
(less than an annual installment) as he of closing.
determines the transferees will be able (e) Provert' insurance. Property In-
to ,pay. surance In effect In the name of the

,(j) Transferees' payment plan. transferors may be canceled as of the
Transferees will be required to make pay- date of transfer and mew coverage taken
anents an the same manner as new bor- in ,the name of the transferees, effective
-Towers. Transferees assuming a loan the same date. However, arrangements
which was approved Dn or after Novem- may be made by the -transferors and
ber 1, 1946, will not be 'required to tranasferees whereby upon conveyance
*execute Form YHA-165, "Variable Pay- of the property, any unexpired policy of
ment Agreement." However, if the loan property Insurance will be assigned
.being assumed was approved prior to (with the consent of the Insurer) to the
November 1, 1946, the transferees will transferees. Any agreement with re-

!be zequiredk'to execute Form FHA-165, spect to assigriment of the property In-
unless they elect the fixed basis for surance should be noted In Item 10 of
-payments. 'Form FHA-922, "Farm Transfer In-
(Sees. 1 (a), '2 (b), 3 (b), 42 (d), '44 (b), formation." Payment by the transferees

'48, 60 Stat. 1072, 1073, 1074, 1067, 1069, 1070, to the transferors of an agreed amount
see. 1, 62 Stat. 534; 7 -U, S. C. 1001 (a), 1002 for assignment -of the unexpired prop-
.(b), 1003 (b), 1016,(d), 1018 (b), 1022) erty insurance ,Policy will not be paid

1 372.24 Other matters affecting pre- from Farm Ownership loan funds.
limnary -arrangements and closing- (f) Rent. If ali or any part of the-
(a) Disposition of Farm Ownership loan property is rented at the time of the
funds wnexpenaed by'transferors. Any transfer, arrangements between the
'Farm Ownership loan funds remaining transferors and transferees should pro-
m the supervised bank account of the vide for an equitable disposition of the
transferors,_to the extent necessary to rents .to be collected. Any understand-
cover approved expenditures, will be Ing" between them with respect to shar-
transferredto supervised bankaccount ingsuch rents should be noted in Item 12
established for the 'transferees at the of Form 7MHA-922.
'time of closing the transfer. Any addi- (g) Collections -on Vending transfers,,
'tional 'Farm Ownership loan funds re- The transferorS and transferees must
'maming m the transferors' supervised agree that when collections are made

"bank account will be -returned as a re- 'between the date of the certified state-
fund 'on the transferors' Farm Owner- \ ment of account obtained in connection
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with the transfer and the date of closing
the transfer, such collections will be
scheduled in the name of the trans-
ferees. Such an agreement is included
in Form FRA-923. With respect to any
such collections, Form FHA-37, "Re-
ceipt for Payment," will be written in
the name of the transferees.

(h) Title defects. A supplementary
title examination will be required to de-
termine whether any claims against the
property have arisen without the ap-
proval of the Flarmers Home Administra-
tion subsequent to recording of the
security instruments held by the Farmers
Home Administration which secure pay-
ment of the obligations being assumed
by the transferees. Prior to conveyance,
the transferors must remove with per-
sonal funds any such claims.

(i) Transfer expenses. The transfer
of a farm which does not require
enlargement ordinarily yill involve ex-
penses for supplementary title examina-
tion, revenue stamps on the deed if a
substantial equity is conveyed, public
records search for personal charges
against the transferees, and recordation
of the transfer deed. Such expenses
should be paid by the transferors from
personal funds. IIf circumstances re-
quire, they may be paid by the trans-
ferees either from personal funds or from
a service fee if one is included in a sub-
sequent loan to the transferees.

Q) Title insurance. A new policy of
mortgagee's title insurance need not be
obtained with respect to the land cov-
ered by the security instrument(s) held
by the Farmers Home Administration
unless the representative of the Office of
the Solicitor advises that the transaction
is such that the existing policy of mort-
gagee's insurance becomes void. The
advantages of an owner's policy should
be explained to the transferees, but they
should be permitted to elect whether
they will procure a new one, pay from
personal funds the-title company's-
charges for effecting an assignment of
the transferors' owner's policy, or dis-
pense with owner's title' insurance. If
the farm being transferred is to be en-
larged, title clearance on the new tract
will be effected.

k) Loan limitations. If a subsequent
loan is involved in connection with a
transfer, the transferees' investment in
the farm will be computed as in the case
of an initial Tenant Purchase loan and
the loan limitations prescribed in Sub-
part B, Part 311 of this chapter will be
applicable. If no subsequent loan is in-
volved, the loan limitations prescribed
in Subpart B, Part 311 of this chapter
do not apply in connection with the
transfer.
(Secs. 1 (a), 2 (b), 3 (a) and (b), 42 (d),
44 (b), 48, 60 Stat. 1072, 1073, 1074, 1067,
1069, 1070; 7 U. S. C. 1001 (a), 1002 (b),
1003 (a) and (b), 1016 (d), 1018 (b), 1022)

§ 372.25 Preparation of transfer
docket zn county offce-(a) Preliminary
arrangements between transferors and
transferees. The transferors and trans-
ferees, in collaboration with the County
Supervisor, should reach preliminary un-
derstandings as to the terms under which
they desire to consummate the transfer,
taking into consideration Farmers Home

Administration Policies applicable to
farm transfers. When preliminary ar-
rangements, satisfactory to them and
consistent with such policies have been
agreed upon, their proposed trans-
action will be referred to the County
Committee for recommendations and
certification.

(b) Tentative transfer date. In se-
lecting a tentative date for effecting the
transfer, reasonable allowance must be
made for all foreseeable time require-
ments, such as time required by the
County Committee for Its deliberations,
procurement of a statement of account,
completion of the transfer docket, con-
sideration by the State Field Representa-
tive, processing In the State Office,
preparation of closing instructions, title
clearance, and compliance with closing
instructions. Transfers will be closed,
if possible, on the actual date designated
by the State Director and entered on
Form FHA-97. If It is not possible to
consummate the transfer on this date,
it will be closed as soon thereafter as
possible, effective as of the designated
date. In no event will the closing be
effected prior to the date approved by
the State Director and entered on Form
FHA-97.

(c) Computation of equity. The
transferors and transferees may arrive
at the amount of equity that the trans-
ferees propose to pay to the transferors.
However, if the County Supervisor is
requested by the transferors or trans-
ferees to assist them In arriving at the
amount of the transferors' equity he will
render such assistance. In arriving at
the amount of equity which he'would
recommend as adequate, the County
Supervisor should take into considera-
tion the amount of the outstanding Farm
Ownership indebtedness, the available
appraisal information, the operational
history of the farm since the original
loan was made, and any other infor-
mation available to him. n no event
will the transfer be approved if the
amount of equity payment exceeds the
difference between the amount of the
outstanding Farm Ownership indebted-
nels and the value of the property (see
§ 372.23 (d)) which is to be transferred.

(d) Certifications concerning transfer
of Farm Ownership farm. In each
transfer case the transferors and trans-
ferees will execute an original and one
copy of Form FHA-923. If a real estate
equity payment Is Involved, the amount
thereof will be entered on Form FRA-
923 in the space provided, therefor in
paragraph numbered 1. In case all or
any part of the real estate equity pay-
ment is to be made In property, it wilt
be necessary that a determination be
made as to the value of such property
and the amount(s) thereof will be en-
tered on Form FHA-923 in the spaces
provided therefor in paragraph num-
bered 1. If no'equity payment is in-
volved, a zero will be entered In the space
provided therefor on Form FHA-923.
There will also be entered on Form FHA-
923 in paragraphs numbered 2 and 3
any amounts to be paid to the trans-
ferors for growing crops and for chattels.
If the County Supervisor and State Field
Representative agree with the amount
of real estate equity and the amount(s)
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for growing crops and chattels, if any,
reflected on Form. FHA-923, they wil
sign the original of the form in the space
for their respective signatures.
(e) Computation of .tramferors' out-

.standing Farm Ownferslup indebtedness.
The Area Finance Office will prepare a
statement of the transferors' account on
Form FHA-835. showing separately the
date and amount of each advance. The
amount of unpaid principal, accrued in-
terest, and daily interest accrual may be
shown by totals for advances which bear
the same interest rate. The County
Committee will be informed of the total
amount of the unpaid principal and the
amount of Interest that will accrue on
the transferors' Farm Ownership loan as
of the proposed date of transfer.

(f) Earning capacity reports. A cur-
rent earning capacity report will be pre-
pared on Form FHA-596, "Earnm
Capacity Report," in connection with all
proposed farm transfers which involve:

(1) A loss to the Government, unless
there is available an earning capacity
report which was prepared within one
year prior to recertification of the farm
by the County Committee, and there
have been no significant physical
changes In the farm subsequent to prep-
aration of the report.

(2) A subsequent loan to the trans-
ferees, provided Part 333 of this chapter

.requires the submission of a current
earning capacity report.

(g) Review by County Committee.
The County Committee's deliberations
will Include, among other things:

(1) A determination as to whether the
transferees should assume liability for
the full amount of the outstanding Farm
Ownership indebtedness, considering the
amount of the debt (principal and in-
terest) calculated to the proposed date
of transfer, and the amount and pro-
posed use of any Farm Ownership loan
funds unexpended by the transferors
which are being held for transfer to the
supervised bank account of the trans-
ferees.

(2) Personal examination of the farm.
(3) Review of earning capacity re-

ports, operating records, and Farm De-
velopment Plans.

(4) InvestIgation of the eligibility,
Including credit resources of the trans-
ferees.

(5) Consideration of matters perti-
nent to releasing the transferors in full
from personal liability with respect to
their Farm Ownership indebtedness.

(h) Certification of applicant and
farm by County Committee. If the
the County Committee desires to rec-
ommend transfer of the farm, it will
certify with respect to the transferees
and the farm on Form FHA-499, "Re-
certification by County Committee."
Form FHA-499 will be completed as fol-
lows:
(1) The legal description of the com-

plete farm proposed for acquisition and
development by the transferees will be
entered lU Item 5. Thus, if the farm
proposed for transfer is to be enlarged,
the farm with respect to which certifica-
tion Is made will include land in addition
to that which secures payment of the
transferors" indebtedness.



(2) The amount which the ,County 'tanding Farmn Ownership andebtedne
,Committee finds to be the fair and xeal, 'cannot be .approved and, therefore, will
-sonable -value of the 'farm zescribed in mot beirecommendedby the County Corn-
Item 5, based on Its normal-earning ca- .anitteemndertbissubpart. In such case,
'acity after contemplated improvements tamethod-ofliqmdation.other thantrans-
are made, will be enteredan 'Item "6. 'If 'fer ,will be rused.
'a subsequent Farm Ownership loan to Q) Transfer docket. The transfer
the transferees is involved, the amount docket forms will be prepared an the
:entered in 'Item ,6 must not -exceed -the -County Office, and except as otherwise
average value of efficient tamily-.type 'provided 'by this xubpart will include
'farm-managament 'units in the county, 'Forms 'FHA-197, "'Application for FHA
as determined by the;Secretary of Agn- Services"- FHA-308, 'Initial Family
-culture. Status Report"' FHA-596, "Earning Ca-

(3) Item 7 will'be completedif a sub- pacity Report"" :E-aA-14, "Farm and
sequent loan to the transferees as an- Home Plan"' THA-14A, "Long-Time
volved; Items 7 and 9 will be stricken if Farm -and Home Plan"- IFHA-317,
no subsequent Farm Ownership loan to 'tAkreement"' -RA-499, "Recertification
the transferees is involved, by County Committee"'- MA-835, "Cer-

(4) The County Committee's recom- 'tified Statement of Account"" -IA-165,
mendation as to the amount of the out- "'.Variable Payment Agreement". FHA-
standing 'Farm OwnershiP indebtedness, 923, "Certifications Concerning Transfer
which should be .assumed :by the trans- .of Farm' Ownership Farm' " FHA-922,
ferees will )be entered -n Item 8. If "Farm Transfer Information' "Recom-
assumption 'of liability 'for -the 'full mendation of -County Committee for Re-
amount outstanding (principal and in- lease 'of Transferors"" and FHA-476,

-terest) Is 'recommended, the -word "Transmittal and Plow Sheet."
"ALL," will be inserted; otherwise, the (k) Preparation of subsequent loan
amount recommended will be -entered. dAoclcet. If a subsequent Farm Owner-

( 'If the transfer anvolves an equity ship loanisTequested in connection'with
-payment to the 'transferors, the trans- the ]transfer, the subsequent loan docket
ferees must assume liability for the full will contain all forms which are Tequired
amount of the outstandingindebtedness. an Part 333 of this chapter, except Form

(ii) If no 'quity -payment to the FHA-176, "Request for -Reamortization
transferors Is anvolved, the transferees 'of 'Farm Ownership Loan," Form FHA-
will be expected to assume liability for '493, 'Equity Determination -and Tract
an amount equal tothe fairand reason- Valuation:,' and thoe 'which are con-
able value of -the 'farm, based 'upon its tamed ,in the transfer 'docket. In such
mormal earning, capacity, ascertified in :cases, Torm tHA-499, "Recertification
Item '6, less all :expenses of enlargement by County 'Committee,",contamed I the
and development to be incurred by the 'transfer-docket, will eiminate the neces-
transferees except;such 'expenses as will 'sity'of including Form FHA-491, "County
be'paldlromany'Farm Ownershipfunds :Committee Certification," in the subse-
xemaining an the transferors' supervised ,quen, loan docket.
.bank account -which are approved for '(Secs. '1 '(a), 2 'b), .3 (a) and '(b), 42 (c),
transfer with the farm. 44 '(a) '(3), 44 -(b), 48, '60 Stat. 1072, 1073,

(5) If the County Committee -believes 1074, 1067, 1068, 1069, 1070: 7 'V. s.:C. 1001
that the transferees cannot be,expected (U), 1002 (b), .1003 '(a) and '(b), 1016 (d),
Teasonably to retire'the real .estate ,obli- 1018 - (2), 1018 (b), 1022)
'ations to be assumed withinthe!penod :372.26 Ap'proval and closing of
-of time remainig under the transferors' 1a72rs-ap Revew 'by State Fief
existing agreement(s) with the Govern- tRepresentative. 'The State Field Repre-
nent, the -County -Committee will ,xed- sentative will, i each case n 'which he

commend the-shortest period of time fol- 'cnsie i 'necary inect h
lowing 'consummation of the -transfer in onsiders it ecessary, inspect the farm,
which the transferees ,can be expected intervew t he 'transferees, and discuss
to 'retire the obligations. The County wi te their Fi lan p f operation If
'Committee -will attach to Form PHA-499 the te t 'Field epresentative recom-
a written statement indicating the facts mends the ransfer, his recommenda-
which, in the County Committee's be entere on Form FHA-46
don, mecessitate (extension of the repay- in the space -beaded "'Comments of Ap-
mnent 'period.. If a subsequent Farm proving officials." 'The State Field Rep-

Owneshi loa asmade to the trans- 'resentative will 'sign Form FHA-923 inOwnershi loan , is nse the .space provided 'therefor, intial his
ferees in -connection with the transfer, tesaepoie hrfr nta i
the subsequentloan will be.amortized so recommendations on Form FHA-476,
as to mature within one year.of, but mot and forward the docket to the State D -
later than, the due date of the na an-i ) ector. If 'he does mot -recommend the
stallment under the assumption agree- transfer, e-will Teturnthe.docket to the
ment. County 'Supervisor with his comments.

mI) Release ,frm personal liability. (b) Actionsby' State Office. 'The State
In connection with all transfers, the 'Director will review the docket and other
County Coriimittee must recommend material pertaining tb the case and will
ter-slor xelease of the transferors from ascertain whether the transfer should.
personal liability upon 'closing of the e approved or disapproved. If the
transaction. Such recommendation and StateDirectoragrees with the amount of
certification will be -made in 'a separate Teal estate 'equity proposed for payment
signed statement or signed 'rder which :and the ."amount(s) for 'growing crops
will 'be attached 'to Form TUH 499. a and chattels, if any, he will indicate his
the County' Committee -feels that -a cer- Approval .by signing 'Form 'HA-923, in
tification us to the 'good 'faith :of the the spaceprovidedtherefor. In connec-
transfdrors Is unwaZranted, -a transfer .tlon with his review, the State Director
at less than the full amount-of the out- will designate the date on which convey-

'ance of the farm will ,take place. .Tho
,date selected also will be the date on
, inch the transferees will assume per-
sonal .liability .and the transferors will
'be released therefrom. If the State
Director determines ,the transfer should
be approved, -he will-prepare Form VHA-
97 and Form FHA-437. However, In
North Carolina and Wisconsin, if the
farm represents an asset of the State
Rural Rehabilitation Corporation and
-the proposed transfer Is for less than the
tull amount of the outstanding Farm
,Ownership indebtedness, the State Dl-
rector, prior to preparing Form FHA-97
-and Form FA-437, will obtain the
-written consent of the appropriate officer
of the Corporation, which written con-
.sent will be placed In the transferees'
State Office case folder. If a subsequent
Farm Ownership loan to the transferecei
in connection with the transfer is In-
,volved, the 'State Director will sign the
'originalof For'm PHA-668, "Loan Agree-
ment and Request for Funds." The
State Director or his delegate will pro-
:pare a memorandum to the appropriate
representative of the Office of the Sblic-
itor, a copy of which will be forwarded to
'the appropriate County Supervisor. The
memorandum will include:

-(1) A full statement of the terms and
,conditions under which ,transfer of the
farm Is to be consummated, including
the date assigned by the State Director
-for conveyance of the property, terms
governing release of the transferors from
personal liability, terms approved for
payment of equlty, If any;

'(2) A statement of the State ,Dreo-
tor's determination as to the eligibility
amf the transferees, including their in-
ability to obtain credit;

'(3) .n indication of any differences
between the transaction as -proposed in
'the county and the transaction as ap.
eproved by the State Director; and

() A Tequest -for -Preparatlon of
necessary legal instruments and-olosing
anstructions for Use -by the County
-Supervisor.

(c) Legal-review and closfngd ,nstruo-
4iorns. 'Upon receipt and -review of the
:docket, the ;epresentatlve of the OMco
of the Solicitor, if he approves the pro-
'posed transaction as to legality, will
prepare closing -InstrutionM, and such
legal documents as will be xequired In
connection with fclosing, 'except those
'which the closing instructions may ndi-
ccate are to be prepared by a local at-
torney, If one is to supervise theclosing,
and forward them to the County Super-
.isor. Except In Louisiana, 'the trans-
ferees will not be required to texecuto a
nortgage or other security instrument

to secure the obligations covered by
assumption agreements. However, if the
StateDirector deems It desirable In par-
-ticularly complicated ,cases, he may re-
'quire a promissory note, bond, mortgage,
or other security instrument in addition
,to Form FHA-97, In Louisiana, the
transferees will execute a new mortgage,
.which, will be effective simultaneously
'with the deed of conveyance, as security
for the obligations assumed under the
assumption agreement. The transferees
also will execute such supplementary
evidences of debt as may be necessary
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for proper identification of the debt with
the new mortgage.
(d) C/oszng transfer The County

Supervisor will proceed with closing the
transfer, and the subsequent loan if one
is involved in conection with the trans-
fer, in accordance with the closmg'in-
structions transitted to him by the
representative of the Office of the So-
licitor. If for any reason he is unable
to do this, he will advise the representa-
tive of the Office of the Solicitor before
proceeding further. When the trans-
ferees have signed the original and one
zopy of Form FHA-97, the deed of con-
veyance has been fled for record, and
the closing instructions otherwise ful-
filled, the County Supervisor will trans-
mit to the representative of the Office of
the Solicitor information and documents
pertinent to the closing as required by
the closing instructions. The County.
Supervisor will process Form FHA-497,
"Notification of First Payment Date." in
connection with any subsequent loan.
If the representative of the Office of the
Solicitor fnds that the requirements of
the closing instructions have been sat-
isfied properly, he will so certify to the
State Director. The State Director then
will execute, on behalf of the Govern-
ment, o-rm FRA-97 and Form FA-437.
Execution of Form F HA-97 will consti-
tute the State Director's formal approval
of the transfer. Form FHA-437 will be
delivered to the transferors as evidence
of their release from -personal liability.

EStaLl R. B. McLUSr.c E
Admrnistrator

Farmers Home Administration.
JuLY 31, 1953.
Approved.

ThUE D. Wos,
ActiyngSecretary of Agriculture.

JP. 'R. Doo. 53-7122; iled, Aug. 12, 1953;
8:51 a. na.l

Chapter IV-Produion and Market-
ing Administration and Commodity
Credit Corporation, Department of
Agriculture

Subchapter C-Loans, Purchases, and Other
Operalions

-1953 1. C. C. Grain Price Suppart ulletin 1.
Supp. 1, Andt. 1, Grain Sorghuma]
PAnT 601-GRAImNsA t:urETE

ComllaoDrnES
SusPART-1953 CRop GrAIN. Sosmmus

LoA AND Pucaas AGEELE PRO-
cRASS

SETTL aIEST

The regulations issued by the Com-
modity Credit Corporation, (18 F. R.
1969) containing the specific regula-
tions for the 1953-crop gram sorghums
price support program are hereby
amended as follows:

Section 601.135 (a) (2) is amended by
deleting the period at the end thereof,
inserting a colon and adding: "Provided,
however That if such gram sorghums
are sold by CCC in order to. determine
the market price the settlement value
shall not be less than such sales price."

1o. 158-3
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jSec. 4. 62 Stat. 1070, as amendcei; 15 U. S. C.
"up. 714b. Interpret3 or appllc3 sac. 5, G2
Stat. 1072, ces. 801. 401. 63 Stat. 1053: 15
U. S. C. Sup. 714c. 7 U. S. C. Sup. 1447, 14121)

Issued this 10th day of August 1953.
[sEAL] HowenD H. Gonnozr,

Executive Vice President,
Commodity Credit Corporation.

Approved:

Journ I. DAVIS,
President.

Commodity Credit Corporation.
[iF. n. Doe. 53-7137; Filed. Au-. 12. 193;

8:54 a. UL]

11953 C. C. C. GralnPrice Support Bulletin 1.
Supp. 1. Arxdt. 1, Oat,]

PART 601-GRaizis Arm R=A=
4C;ziliDITIMS

SuBPAnT-1953 Caop OATS Lomr ATh

Punoams AasEr=z;z Pnooo~ux

_SETTLELSEST

The regulations issued by the Com-
modity Credit Corporation (18 F. R.
1973) containing the specific reg-ulations
for the 1953-crop oats price support pro-
gram are hereby amended as follows:

Section 60L160 (a) (2) is amended by
deleting the period at the end thereof,
inserting a colon and adding: "Prold¢cl,
7owever That If such oats are old by
CCC in order to determine the market
Price the settlement value shall not be
less than such sales price."

ISec. 4. 62 Stat. 1070, as amended: 15 U. S. C.
Sup. 714b. Interpret- or appli:e =e. a. c2
Stat. 1072, recs. a01. 401. G3 Stat. 1053; 15
U. S. C. Sup. 714c% 7 U. 6. C. Sup. 1447, 1421)

Issued this 10th day of August 1953.

[SEAL] HowAmn H. GonRoa
Executive Vice President,

Commodity Credit Corporation.

Approved:

JoMn I. DAVIS,
President,

Commodityj Credit Corporation.
IF. P,. Doe. 53-7138; Filed. Aug. 12. 1953;

8:54 a m.]

[1953 C. C. C. Grain Price Support Bulletin 1,
Supp. 1, Amdt. 1, Rye]

PARtT 601-GnRtns ArmD RSL,%TED
COT=I1O11TIES

SunPrT-1953 Cnop RY, LoAzr tam
Pun sAsE AGaiE=rZ PCOcGis

SETTEzrrl.T

The regulations issued by the Com-
-modity Credit Corporation (18 F. 1_
1979) containing the specifc rejulations
for the 1953-crop rye price support pro-
gram are hereby amended as follows:

Section 601.210 (a) (2) Is amended by
deleting the period at the end thereof,
inserting a colon and adding: "Providcd,
lw=er, That If such rye is -sold by CCC
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in order to determine its mrket price
the settlement value shall not be le3
than such zales price."

(Sec. 4, C2 Stat. 1070, a3 amended; 15 U.5. C.
Sup. 714b. Intarpret3 or appliez s-c. 5, 62
Stat. 1072, c-ce. 301, 401, 63 Stat. 1053; 15
U. S. C. Sup. '714c, 7 U. S. C. Sup. 1447, 1421)

Iued this10th day of August 1953.

Esa, l HowAD H. Gore.o,
Executive Vice President,

Commodity Credit Corporation.

Approved:

Joinr H. D.vis,
President,

Commodity Credit Corporation.

[F. R. Dec. 53-7139: Filed, Aug. 12, 1933;
8:54 a m.]

TITLE 7-AGRICULTURE
Chapter IX--Production and Mar-

keting Administration (Marketing
Agreements and Orders), Depart-
ment of Agriculture

IDo-,Iet No. AO-240]

PAT 985-MU3 i. Musn soor,
McHic.U, MnrEETIIG Ansi.
orwx RGUATII HANIMIGr

9M.0

98.1
985,2
935.3
933.A
985.5

035.0
935.7
93541
985.9
983.10
035M1
U3.12
935.13
035.14

FIndings and determlnatlons.

Act-
Secretary.
U. S. D. A.
Pergmon.
muokegon, lchigan, marketing

Pares.
P"el plant.
Handler.
Prcducer.
Producer-handler.
Other rource milk-
Cooperatlve a=oclation.
BLa..
Bess3 milk.
EZcCss milk.-

2&= mi1UI3=aToz_

035.20 Dazlguation.
M5.21 Pwrm
9M2.2 Duties.

10'as oe, N ~ernr

935.0

r5z521
9D.322
9853

B33.40

35.41
923.42
B33.43
935.44
935.45

933.40
V35.47

9335-6
035.51
3.52

935M

Uontbly reporta of receipts andutllmtion.

Other reports
Pecords and facilltIe,
Retention of records.

S11-milk and butterfat to be
cla.Mc d.

Cla-es of utilization.
Shrinkage,
'Iansfera.
REepan.lbllty of handlers.
Computation of sim milk and

butterfat In each class.
Allocation of butterfat clas'lfled.
Allocation of skim milk clasified.

Basic formula price.
Cl-- I mliT price.
Clas I mil1 price.
Handler butterfat differential3.



DETERSINATION OF UNIFoRM PPICS is applicable only to persons in the re-
See. spective classes of industrial and com-
985.60 Handler operating a plant which Is mercial activity specified in a marketing

not a pool plant.
985.61 Computation of value of producer .,agreement upon which a hearing has

milk for each handler. been held;
985.62 Computation of the 3.5 percent (4) All milk and milk products han-

value of all producer milk, dled by handlers, as defined in this
985.63 Uniform price, order, are in the current of interstate
985.64 Excess milk price, commerce or directly burden, obstruct, or
985.65 Computation of the base milk price, affect interstate commerce in milk or its
985.66 Notification. products; and

BASE RULES (5) It is hergby found that the neces-
985.70 Determination Of base. sary expenses of the market administra-
985.71 Application of bases. tor for the maintenance and functioning

PAYMNT F OR h of such agency will require the payment
085.80 Time and method of payment. by each handler, as his pro rata share of
085.81 Producer butterfat differential. such expense, 4 cents per hundredweight
985.82 Producer-equalization'fund. or such amount not exceeding 4 cents
985.83 Payments to the producer-equali- per hundredweight as the Secretary may

zation fund. prescribe, with respect to all receipts
985.84 Payments out of the producer- within the month of milk from pro-

equalization fund. ducers and other source milk which is
985.85 Expense of administration, classified as Class I milk.
985.80 Marketing services.clsiedaCasImlk (b) Additional findings. In view of

ADJUSTMENT OF ACCOUNTS the fact that this order will constitute
985.90 Payments. the original jmposition -of a regulatory
985.91 Overdue accounts. program of this nature for the market,

APPLICATION OF PROVISIONS the provisions other than those relating
to prices and payments to producers

985.100 Milk caused to be delivered by co- should be put into effect prior to the
operative associations, effective date of the provisions relating

985.102 Producer-handler. to prices and payments to pioducers, in
985.102 TIO Poueha Ler, TIONS order that handlers may have opportu-
TERINATION OF OBLIGATIONS nity to make necessary adjustments in

985.110 Termination of obligations, their accounting and other operational
EFFECTIVE TIME, SUSPENSION, OR TEUINATION procedures to conform with ilprovisions

of the order. Reasonable time will have
985.120 Effective time, been afforded parties to prepare to com-
985.121 When suspended or terminated.985.122 Continuing obligation. Ply with the aforesaid provisions. It is
985.123 Liquidation. hereby found and determined, in view

985123 Liaio PROVISIONof the aforesaid facts and circumstances
!IscEnnNEoUS PRovISIoNs that good cause exists for making all of

985.130 Agents. the terms and provisions of this order
985.131 Separability of provisions, except §§ 985.22 (j) 985.50 through

A rHoRrry: *§ 985.1 to 985.131 issued un- 985.66, 985.80 through 985.84, and,985.86
der sec. 5, 49 Stat. 753, as amended; 7 U. S. C. through 985.91 effective on September 1,
and Sup. 608c. 1953 and that it would be contrary to

the public interest to delay such effec-
§ 985.0 Find ings and determznations- tive date beyond that specified.

(a) Findings upon the bass of the hear- (c) Determinations. It is hereby de-
ong record. Pursuant to the provimons termined that handlers (excluding co-
of the Agricultural Marketing Agreement operative associations of producers who
Act of 1937, as amended (7 U. S. C. 601 are not engaged in processing, distribut-
et seq.) and the applicable rules of prac- ng or sippig milk covered by this order
tice and procedure, as amended( govern- which is marketed within the Muskegon,
Ing the formulation of marketing agree- Michigan,'harketing area) of more than
ments and marketing orders (7 CFR Part 50 percent of the milk which is marketed
900) a public hearing was held upon a witin the said marketing area, refused
proposed marketing agreement and a or failed to sign the proposed marketing
proposed order regulating the handling agreement regulating the handling of
of milk in the Muskegon, Michigan, milk in the said marketing drea, and it
marketing area. Upon the basis of the is hereby further determined that:
evidence introduced at such hearing and (1) The refusal or failure of such han-
the record thereof, itis found that: dlers to sign said proposed marketing

(1) The said order and all of the terms agreement tends to prevent the effectua-
and conditions thereof, will tend to tion of the declared policy of the act;
effectuate the declared policy of the act; (2) The issuance of this order is the

(2) The parityprices of milk produced only practical means, pursuant to the de-
for sale in the said marketing area as clared policy of the act, of advancing the
determined pursuant to section 2 of the interests of producers of milk which is
act are not reasonable in view of the produced.for sale in the said marketing
price of feeds, available supplies of feeds
and other economic conditions which area, and
affect market supplies of and demand (3) The issuance of this order is ap-
for such milk, and the minimum prices proved or favored by at least two-thirds
specified in the order are such prices as of the producers who participated In a
will reflect the aforesaid'factors, insure a referendum on the-question of approval
sufficient quantity of pure and whole- of its issuance and who during the deter-
some milk and be in the public interest; mined representative period (April, 1953)

(3) The said order regulates the han- were engaged in the production of milk
dling of milk in the same manner as'and for sale in the said marketing area.

Order relative to handling. It Is
therefore ordered that on and after the
effective date hereof the handling of milk
In the Muskegon, Michigan, marketing
.area shall be In conformity to and in
compliance with the following terms and
conditions as set forth below.

DEFINITIONS

§ 985.1 Act. "Act" means Public Act
No. 10, 13d Congress, as amended and as
reenacted and amended by the Agricul-
tural Marketing Agreement Act of 1937,
as amended (7 U. S. C., 601 ct seq.)

§ 985.2 Secretary. "Secretary" means
the Secretary of Agriculture of the United
States, or any other officer or employee
of the United States, authorized to ex-
ercise the powers or to perform the
duties of the Secretary of Agriculture.

§ 985.3 U S. D. A. "U. S. D. A."
means the United States Department of
Agriculture.

§ 985.4 Person. "Person" means any
Individual, partnership, corporation, as-
sociation, or any other business unit.

§ 985.5 Muskegon, Michigan, market-
ing area. "Muskegon, Michigan, mar-
keting area" referred to In this subpart
as the "marketing area" means all terri-
tory, Including Incorporated municipali-
ties, within Muskegon County and within
the outer boundaries of the following
townships of Ottawa County, In the
State of Michigan:

Chester. Polkton.
Crockery. Spring Lake,
Grand Haven.
§ 985.6 Pool plant. "Pool plant"

means a plant (except one which is
exemptdd pursuant to § 985.101) from
which either (1) 20 percent or more of
the total milk received at such plant dur-
ing the month is disposed of in the mar-
keting area as Class I other than to
another pool plant, or (2) 20 percent or
more of the total milk received from
dairy farmers at such plant during the
month Is moved to a pool plant(s) as
described in (1) above.

§ 985.7 Handler "Handler" means:
(a) A person who operates a pool plant

or a plant in which milk Is pasteurized
or packaged and from which Class I
milk is disposed of In the marketing area.

(b) A cooperative association with re-
spect to milk customarily received by a
handler as described under paragraph
(a) of this section, which is diverted to
a non-handler for the account of the
association.

§ 985.8 Producer "Producer" means
any dairy farmer whose milk is delivered
from his farm to a pool plant, or to any
other plant by diversion from a poolr
plant for the account of a handler.

§ 985.9 Producer-handler "Produc-
er-handler" means a person who is
a handler and who produces milk, but
receives no milk from other producers or,
from a cooperative association.

§ 985.10 Other source milk. "Other
source milk" means all skim milk and
butterfat in any form received at a
handler's plant other than from pro-
ducers or from a pool plant.
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§ 925.11 Cooperative assoczation. "Co-
operative association" means any co-
operative marketing association of pro-
ducers, duly organized as such under the
laws of any State. which the Secretary
determines:

(a) Is qualified under the standards
set forth in the act of Congress of Feb-
ruaTy 18, 1922, as amended, known as
the "Capper-Volstead Act"

(b) Has full authority in the sale of
milk of its members; and

(c) Is engaged in making collective
sales or marketing milk or its products
for i~s members.

§ 985.12 Base. "Base" means a quan-
tity of milk, Vxpressed in pounds per
day, determined for each producer as
provided in § 985.70.

§ 985.13 Base mik. "Base mIlk"
means milk delivered by a producer each
month which is not in excess of his base
multiplied by the number of days on
which milk is delivered during the
month, and all milk delivered by a pro-
ducer prior to February 1, 1954.

§ 985.14 Excess milk. "Excess milk"
means mil delivercd by a producer each
month in excess of his basemilk

ME, T ADM.MTRATCR

§935.20 Designation.. The a g e n c y
for the administration of this subpart
shall be a market administrator, selected
by the Secretary who shall beoentitled
to such compensation as may be deter-
mined by, and shall be subject to re-
moval by, the Secretary.

§ 985.21 Powers. The market admin-
istrator shall have the following powers
with respect to this subpart:

(a) To administer its terms and pro-
visons;

(b) To receive, investigate, and report
to the Secretary complaints of violation;

(c) To make rules and regulations to
effectuate its terms and provisions;

<d) To recommend amendments to
.the Secretary.

§ 985.22 Duties. The market admin-
"istrator shall perform all duties neces-
sary to adminiter the terms and
provisions of this subpart, including, but
not limited to, the following:

(a) Within 30 days following the date
on which he enters upon his duties,
execute and deliver to the Secretary a
bond, effective as of the date on which he
enters upon such duties and conditioned
upon the faithful performance of such
duties, in an amount and with surety
thereon satisfactory to the Secretary*

(b) Employ and fix the compensation
of such persons as may be necessary to
enable him to administer its terms and
provisions;

(c) Obtain a bond in a reasonable
amount and with reasonable surety
thereon covering each employee who
handles funds entrusted to the market
administrator;

(d) Pay, out of the funds provided by
§ 985.85:

(1) The cost of his bond and of the
bonds of his emliloyees,

(2) His own compensation, and
(3) All other expenses, except those

incurred under § 985.86, necessarily rn-
curred by him in the maintenance and
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functioning of his office and in the per-
formance of his duties;

(e) Keep such books and records as
will clearly reflect the transactions pro-
vided in this subpart, and, upon request
by the Secretary, surrender the came to
such other person as the Secretary may
designate;

f) Publicly announce, unles other-
wise directed by the Secretary, the name
of any person who. within 10 days after
the day upon which he is required to pr-
form such acts, has not made (1) reports
pursuant to § 985.30 and § 935.31, or (2)
payments pursuant to § 905.0 and
§ 985.83;

(g) Calculate a base for each producer
in accordance with § 935.70 and advise
the producer and the handler receiving
the milk of such base;

(h) Submit his books and records to
examination by the Secretary and fur-
nish such information and reports as
may be requested by the Secretary;

(i) Audit records of all handlers to
verify the reports and payments required
pursuant to the provisions of this sub-
part; and

) Publicly announce the prices de-
termined for each monthoas follows:

(1) On or before the 5th working day
of each month, the minimum cla. prices
for the preceding month computed pur-
suant to §§ 985.51 and 985.52, and the
handler butterfat differential computed
pursuant to § 985.53. and

(2) On or before the 11th day of each
month the uniform price, the price for
base milk and the price for excem mill
for the preceding month, computed pur-
suant to §§ 985.62, 985.63, and 985.64.
and the producer butterfat differential
computed pursuant to § 985.81.

REPORTS, RECORDS MD FACIMrinS

5 985.30, Monthly reports of receipts
and utilization. On or before the 5th
working day of each month, each han-
dler who operates a pool plant shall
report to the market administrator, for
the preceding month, in the detail and
on forms prescribed by the market ad-
ministrator, the receipts at his pool
plant from each of the following sources
and the quantities of butterfat and Skim
milk contained in such receipts; the
utilization of such receipts; and such
other information with respect to such
receipts and utilization as the market
administrator may prescribe;

(a) All producer mllk recelved, includ-
ing diverted producer milk;

(b) All skim milk and butterfat In
any form received from each other
handler; and

(c) All other source milk received ex-
cept any non-fluid milk product which
is disposed of in the same form as
received.'

§ 985.31 Other reports. (a) Each
producer-handler and each handler who
does not operate a pool plant shall make
reports at such time and in such manner
as the market administrator may re-
quest.

(b) On or before the 20th day of each
month each handler who received milk
from producers shall report his producer
payroll for the preceding month which
shall show,
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(1) The pounds of base milk and
pounds of excess nil received from
ezch producer, and the percentage of
butterfat contained therein;

(2) The amount and date of payment
to each producer, or to a cooperative
asoclation; and

(3) The nature and amount of each
deduction or charge involved in the pay-
ments referred to in subparagraph (2) of
this paragraph.

§ 985.32 records and facilities. Each
handler shall maintain and make avail-
able to the market administrator durin
the usual hours of business, such ac-
counts and records of all of his opera-
tions and such facilities as are necessary
to verify reports or to ascertain the cor-
rect information with respect to (a) the
receipts and utilization or disposition
of all skim milk and butterfat received,
including all milk products received and
disposed of in the same form; (b) the
weights and tests for butterfat, skin
mill: and other contents of all milk and
milk products handled; and (c) pay-
ments to producers and cooperative
associations.

§ 985.33 Retentio of records. All
boolm and records required under this
subpart to be made available to the mar-
ket administrator shall be retained by
the handler for a period of three years
to be7in at the end of the month to
which such books and records pertain:
Provided, That, if within such three-year
period. the market administrator noti-
fies a handier in writing that the reten-
tion of such books and records is neces-
sary In connection with a proceeding
under section Cc (15) (A) of the act or
a court action specified In such notice,
the handler shall retain such books and
records until further written notification
from the market administrator. The
market administrator shall give further
written notification to the handler
promptly upon the termination of the
litigation or when the records are no
longer neceszary in connection there-
with.

CLASSIFIc0A

§ 985.40 SLi niz7: and butterfat to
be clas f ed, All skim milk and butter-
fat received at a pool plant (a) In milk
from producers or from a cooperative
association, b) In any form from other
handlers and (c) In other source milk
required to be reported pursuant to
§ 905.30, shall be clified (separately
as sklm milk and butterfat) in the
classes set forth In § 985.41.

§9.5.41 Classes of utilization. Sub-
ject to the conditions Set forth in
§§ 905.42 and 985.43 the claes of utili-
zation shall be as follows:

(a) Class I utilization shall be all skim
milk and butterfat (1) disposed of for
consumption in fluid form as milk, sm
milk, buttermilk, flavored mill, sweet or
Lour cream, and (2) not accounted for
as Class II utilization.

(b) Class I utilization shall be all
shim milk and butterfat, (1) used to pro-
duce ice cream, Ice cream mix, or cottage
cheese, whole or skimmed condensed or
evaporated milk (sweetened or unsweet-
ened) In bulk or In hermetically sealed
cans, cheese, dried whole milk, non-fat
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dry milk solids, or butter, (2) in actual
shrinkage of skim milk and butterfat in
milk received from producers, but not to
exceed 2 percent of such receipts; (3) in
actual shrinkage in other source milk;
and (4) in skim- milk authorized by the
market administrator to be dumped or
accounted for as disposed of as livestock
feed.

§ 985.42 Shrinkage. (a, If producer
milk is utilized in conjunction with other
source milk, the shrinkage shall be allo-
cated pro rata between the receipts of
skim milk and butterfat in producer milk
and in other source milk.

(b) Shrinkage on producer milk shall
be computed on that quantity of milk re-
ceived directly from producers. Shrink-
age shall be computed on diverted pro-
ducer milk at the plant receiving such
milk.

§ 985.43 Transfers. (a) Skim milk
and butterfat disposed of from a pool
plant to another pool plant in the form
of milk, skim milk or cream shall be Class
I utilization unless Class II utilization is
indicated by the operators of both plants
in their reports submitted pursuant to
§ 985.30: Provided, That in no event shall
the amount so classified as Class U be-
greater than the amount of producer
milk used in such class in the pool plant
of the-transferee handler after 'allocat-
ing other source milk in such plant in
series beginning with the lowest priced
utilization.

(b) Skim milk and butterfat moved
in the form of milk, skim milk or cream
from a pool plant to a handler described
In § 985.101 or to a plant not a pool plant
shall be Class I utilization unless all of
the following conditions are met:

(D- Class It utilization is indicated by
the operator of the pool plant in his
report submitted pursuant to § 985.30.

(2) The operator of such nonpool
plant in the month of such movement
had actually used an equivalent amount
of skin milk and butterfat in Class II,
or moved such amount to another non-
pool plant which meets the requirements
of subparagraph (3) of this paragraph
and utilized in the month an equivalent
amount of slkm milk and butterfat in
Class II.

(3) The operator of the Uonpool plant
maintains books and records which are
made available for examination upon
request by the market administrator and
which are adequate for the verification
of such class IU utilization.

§ 985.44 Responsibility of handlers.
All skim milk and butterfat shall be clas-
sified as Class I utilization unless the
handler who first receives such skim milk
or butterfat proves to the market admin-
istrator that such skim milk or butterfat
should be classified otherwise.

§ 985.45 Computation of skim milk and
butterfat in each class. For each month
the market administrator shall correct
for mathematical and obvious errors the
monthly report submitted by each" han-
dler and compute the total pounds of
skin milk and butterfat, respectively, in
Class I and Class II utilization for each
handler.

§ 985.46 Allocation of butterfat casst-
fied. The pounds of butterfat remaining
after making the following computations
shall be the pounds in each class allo-
cated to milk received from producers:

(a) Subtract from the total pounds of
butterfat in Class II utilization, the
pounds of butterfat shrinkage allowed
pursuant to § 985.41 (b) (2)

(b) Subtract from the total pounds of
butterfat remaining in each class, in
series beginning with the lowest-priced
utilization, the pounds .of butterfat in
other source milk;

(c) Subtract from the pounds of
butterfat remaining in each class, the
pounds of butterfat received from other
handlers in such classes pursuant to
§ 985.43 (a) and

(d) Add to the remaining pounds of
butterfat in Class II utilization the
pounds subtracted pursuant to para-
graph (a) of this section;

(e) If the remaining pounds of butter-
fatin both classes exceed the pounds of
butterfat in milk received from produc-
ers, subtract such excess from the re-
maining pounds of butterfat in each
class in series, beginning with the low-
est-priced utilization.

§ 985.47 Allocation of skim milk
classified. Allocate the pounds of skim
milk in each class to milk received from
producers in a manner similar to that
prescribed for butterfat in § 985.46.

MINIMUTM PRICES

§ 985.50 Basie formula price.- The
basic formula price to be used in deter-
mining the price per hundredweight of
Class I utilization shall be the highest of
the prices computed pursuant to para-
graphs (a) (b) and (c) of this section.
section.

(a) The average of the basic or field
prices per hundredweight reported to
have been paid, or to be paid, for milk
of 3.5 per cent butterfat content received
from farmers during the month at the
following plants or places for which
prices have been reported to the market
administrator or to the U. S. D. A..

Present Operator and Location
Borden Co., Mount Pleasant, Mich.
Carnation Co., Sparta, Mich.
Pet Milk Co., Hudson, Mich.
Pet Milk Co., Wayland, Mich.
Pet Milk Co., Coopersvile, Mich.
Borden Co., Greenville, Wis.
Borden Co., Black Creek, Wis.
Borden Co., Orfordville, Wis.
Borden Co., New London, Wis.
Carnation Co., Chilton, Wis.
Carnation Co., Berlin, Wis.
Carnation Co., Richland Center, Wis.
Carnation Co., Oconomowoc. Wis.
Carnation Co., Jefferson, Wis.
Pet Milk Co., New Glarus, Wis. q
Pet Milk Co., Beleville, Wis.
White House Milk Co., Manitowoc, Wis.
White House Milk Co., West Bend, Wis.
(b) The price per hundredweight

computed by adding together the plus
values computed pursuant to subpara-
graphs (1) and (2) of this paragraph;

(1) From the simple average, as com-
puted by the market administrator, of
the daily wholesale selling prices (using
the midpoint of any price range as one
price) of Grade A (92-score) bulk

creamery butter per pound at Chicago
as reported by the U. S. D. A. during the
month; subtract 3 cents,,add 20 percent
thereof and multiply by 3,5.

(2) From the simple average as com-
puted by the market administrator, of
the weighted averages of carlot prices
per pound for nonfat dry milk solids,
spray and roller process, respectively, for
human consumption, f. o. b. manufac-
turing plants in the Chicago area, as
published for the period from the 26th
day of the immediately preceding month
through the 25th day of the current
month by the U. S. D. A., deduct 5.5
cents and then multiply by 8.2.

(c) The average of the prices per hun-
dredweight reported to haVe been paid, or
to-be paid, for milk of 3.5 percent butter-
-fat content received from farmers during
the month at the following plants for
which prices have been reported to the
market administrator,

Carnation Milk Co., Sparta, Mich.
Saranac Milk Products Co., Saranac, Mich.
Pet Milk Co., Wayland, Mich.

§ 985.51 Class I milk price, (a) The
minimum price per hundredweight to be
paid by each handler, ,f. o. b. his pool
plant, for milk of 3.5 percent butterfat
content received from producers or from
cooperative associations during the
month, which is Classified as Class I
utilization shall be the basic formula
price plus $1.17.

0
§ 985.52 Class Il Milk Price. The

minimum price per hundredweight to
be paid by each handler, f. o. b. his pool
plant, for milk of 3.5 butterfat content
received from producers or from a co-
operative association, during the month,
which is classified as Class II utilization,
shall be the price ijer hundredweight
computed pursuant to § 985.50 (c)

§ 985.53 Handler butterfat diffcren-
tials. If the average butterfat content
of the milk of any handler allocated to
any class Is more or less than 3.5 percent,
there shall be added to the prices of milk
for each class as computed pursuant to
§§ 985.51 and 985.52 for each one-tenth
of one percent that the average butterfat
content of such milk is above 3.5 percent,
or subtracted for each one-tenth of one
percent that such average butterfat con-
tent is 'below 3.5 percent, an amount
equal to the producer butterfat differen-
tial, determined pursuant to § 985.81.

DETERMINATION OF UNIFORM PRIC9
§ 985.60 Handler operating a plant

which is not a pool plant. Each handler
who operates a plant which is not a pool
plant during the month shall pay to the
market administrator for the producer
equalization fund, on or before the 25th
day after the end of such month any
amount resulting from the following
computation:

(a) Compute an amount equal to the
net pool obligation which would be com-
puted pursuant to § 985.61 for milk re-
ceived from dairy farmers at such plant
for such month if such handler operated
a pool plant;

(b) Deduct the gross payments, inclu-
sive of any premiums but exclusive of
deductions, made by the handler to dairy
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farmers for milk receive(% at such plant
during such month;

(c) Divide the remainder, if any, by
the number of hundredweights of milk
received from dairy farmers and utilized
for Class I purposes: Provmded, That in
no event shall the resulting amount per
hundredweight exceed the difference be-
tween the Class I and Class II pries; and

(d) Multiply the amount per hundred-
weight determined pursuant to para-
graph (c) of this section by the number
of hundredweights of Class I milk dis-
posed of from such plant n the market-
2ng area.

§ 985.61 Computation of -value ofpro-
ducer milk for each handler The value
of producer milk received during the
month by each handler who operates a
pool plant shall be a sum of money com-
puted by the market admintrator by
multiplying by the applicable class price,
adjusted pursuant to § 985.53, the total
combined hundredweight o skm milk
and butterfat received from producers
allocated to each class pursuant to
§ 985.46 and § 985.47, adding together
the resulting amounts, and if such han-
dler has a utilization greater than has
been accounted for as received from all
sources, add an amount computed by
multiplying any such excess utilization
classified pursuant to § 985.46 (e) and
§ 985.47 by the applicable class prices.

§ 985.62 Computation of the 3.5 per-
cent value of all producer milk. For
each month, the market administrator
shall compute the 3.5 percent value of
producer milk by.

(a) Combining into one total the in-
dividual values of milk of all handlers
computed pursuant to § 985.61, adjusted
by any charges or credits pursuant to
§ 985.90 (a) and (b)

(b) Adding, if the weighted average
butterfat test of all producer milk repre-
sented in paragraph (a) of this section
is less than 3.5 percent, or subtracting if
the weighted average butterfat test of
such milk is more than 3.5 percent, an
amount computed by multiplying the
total pounds of butterfat represented by
the difference of such average butterfat
test from 3.5 percent by the butterfat
differential provided in § 985.81 multi-
plied by 10.

(c) Adding not less than one-half of
the unobligated balance n the producer-
equalization fund.

§ 985.63 Uniform price. For each
month the uniform price shall be com-
puted by* (a) Dividing the amount
computed pursuant to § 985.62 by the
hundredweight of milk received from
producers represented by the Values in-
cluded in § 985.62 (a) and (b) subtract-
ing not less than 6 cents or more than
7 cents.

§ 985.64 Excess milk price. For each
month the excess milk price shall be the
price of Class II utilization determined
pursuant to § 985.52, rounded off to the
nearest full cent.

§ 985.65 Computation of the base
milk przce. (a) Multiply the total
pounds of excess milk and milk to be paid
for at the excess milk price pursuant to
§985.70 (b) by the excess milk price for
the month.

(b) Multiply the total amount of milk
to be paid for at the uniform price by the
uniform price for the month.

(c) Subtract the total values arrived
at in paragraphs (a) and (b) of this sec-
tion from the total 3.5 percent value of
all producer milk arrived at in § 985.62;

(d) Divide the resultant value by the
total hundredweight of base milk and
milk to be paid for at the base price
pursuant to § 985.70 (b), and

(e) Subtract not less than 4 cents nor
more than 5 cents. The resultant hun-
dredweight price shall be the price of
base milk of 3.5 percent butterfat con-
tent received at pool plants described in
§ 985.6.

§ 985.66 Notification. On or before
the 12th day after the end of each month
the market administrator shall notify
each handler of:

(a) The amounts and values of his
milk in each crass and the total of such
amounts and values;

(b) The base of any producer deliver-
ing milk to the handler which was not
used in making payments for the previ-
ous month;

(c) The amount due such handler
from the producer-equalization fund or
the amount to be paid by such handler
to the producer-equalization fund, as the
case may be; and

(d) The totals of the minimum
amounts to be paid by such handler
pursuant to §§985.80, 985.83, 985.85.
985.86, and 985.90.

BASE RULES

§ 985.70 Determination of base. (a)
A producer who delivered milk on at
least 122 days during the period August
I through December 31, inclusive, shall
have a base computed by the market
administrator to be applicable, subject
to paragraph (c) of this section, for the
12 months' period beginning the follow-
ing February 1, equal to his daily average
milk dliveries from the date on which
milk was first delivered in the perlod
to the end of such period: Provided ,
That a producer who had a base previous
to August 1, and whose average of daily
deliveries for the August 1-December 31
period is less than such base shall have
a base computed by subtracting from his
previous base any amount by which 90
percent of his previous base exceeds such
average of daily deliveries.

(b) A producer who has no base by
reason of having delivered less than 3
full months shall be paid. until such
time as he has been a producer 3 full
months, the uniform price in each of the
months of August through December and
in other months the price applicable to
base milk for the following percentages
of his milk deliveries and the price ap-
plicable to excess milk for the remainder
of his deliveries: 75 percent for January
and February, 70 percent for March, 60
percent for April and July, and 40 per-
cent for May and June. At the conclu-
sion of the first 3 full months' delivery a
base shall be established in the following
manner: Multiply the total deliveries In
the months of August through December
by 0.8. in January and F'ebruary by 0.75,
in March by 0.7, in April and July by 0.0,
and in May and June by 0.4. Add the

amounts so computed and divide by the
number of days in which milk was deliv-
ered during the three months.

(c) A producer with a base, by notify-
ing the market administrator that he
relinquishes such base, may establish a
new base pursuant to paragraph (b) of
this section once during the 12-month
period ending December 31, the period
for establishing a new base to begin the
first day of the month in which such
notification is received by the market
administrator.

(d) From the effective date of the
subpart until bases are established pur-
suant to this section, all milk delivered
by producers shall be considered to be
base milk.

(e) From August 1, 1953, to the
effective date hereof, deliveries of milk
by a producer may be certified for the
purpose of establishing a base hereunder
by submitting delivery receipts or other
evidence satisfactory to the market ad-
ministrator.

§ 985.71 Application of bases. (a) A
base shall apply to deliveries of milk by
the producer for whose account milk
was delivered during the base period
and upon death may be transferred to a
member or members of the deceased
producer's Immediate family,

(b) Bases may be transferred under
the following conditions upon written
notice by the holder of the base to the
market administrator on or before the
last day of the month that such base is
to be transferred:

(1) Upon retirement or entry Into
military service of a producer, the entire
base may be transferred to a member
or members of his Immediate family.

(2) Bases may be held Jointly and If
such joint holding Is terminated the
bases may be transferred as specified m.
writing to the market administrator.

(c) A producer who does not deliver
mill: to a handier for 45 consecutive days
shall forfeit his base.

PAY mi.T roa zMnr
§ 985.80 Time and method of paj-

ment. On or before the 15th day after
the end of each month each handier who
received milk from producers or from a
cooperative association shall pay for
milk received during such month to each
producer, or to a cooperative association
for milk received from. producers for the
account of such association, the uniform
price as provided in § 985.70 (b) or the
base price for base milk and for milk
to be paid for at the base price pursu--
ant to § 985.70 (b) and the excess pnce
for excess milk and milk to be paid for at
the excess price pursuant to § 985.70 (b)
adjusted by the butterfat differential
pursuant to § 985.81. Provided, That if
by such date such handier has not re-
ceived full payment for such month pur-
suant to § 985.84 he shall not be deemed
to be in violation of this section if he
reduces uniformly to all producers and
cooperative associations his payments
per hundredweight by a total amount
not in excess of the reduction in pay-
ments due from the market admimstra-
tor; however, the handier shall make
such balance of payment imiformly to
those producers to whom it is due on
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or before the date f6r making payments
pursuant to this section next following
that on which such balance-of payment
is received from the market administra-
tor.

§ 985.81 Producer butterfat differen-
tial. In making payments pursuant to
§ 985.80, the uniform price, base price
and excess price shall be increased or de-
creased for each one-tenth of one per-
cent of butterfat content in the milk
received from each producer or a cooper-
ative association above or below 3.5 per-
cent, as the case may be, by a butterfat
differential of 7 cents when the average
price of butter as described in § 985.50
(b) (1) is 00 cents, which differential
shall be increased one-half cent for each
full 5 cents variance in such price-of
butter above 60 cents and decreased
one-half cent for each full 5 cents var-
iance in such price of butter below 64.99
cents.

§ 985.82 Producer-equalization fund.
The market administrator shall estab-
lish and maintain a separate fund,
known as the "producer-equalization
fund" into which he shall deposit all
payments received pursuant to § 985.83
and out of which he shall make all pay-
ments pursuant to § 985.84.

§ 985.83 Payments to the producer-
equalization fund. (a) On or before the
13th day after the end of each month,
each handler whose value of milk is re-
quired to be computed pursuant to
§ 985.61 shall pay to the market admin-
istrator any amount by which such value
for such month is greater tha. the mini-
mum amount required to be paid by him
pursuant to § 985.80.

(b) On. or before the 25th day after
the end of each month eachhandler who
is required to make payment pursuant
to § 985.60 shall pay such amount to the
market administrator.

§ 985.84 Payments out of the produe-
er-equalization fund. - On or before the
14th day after the end of each month,
the market administrator shall pay to
each handler any amount by which the
value of milk for such handler for the
month pursuant to § 985.61 is less than
the total minimum amount required to
be paid by him pursuant to § 985.80, less
any unpaid obligations of such handler
to the market administrator pursuant to
§ 985.83: Provided, That if the balance in
the producer-equalization fund is insuf-
ficient to make all payments to all such
handlers pursuant to this paragraph,
the market administrator shall reduce
uniformly such payments and shall com-
plete such payments as soon as the nec-
essary funds become available.

§ 985.85 Expense of administration.
As his pro rata share of the expense of
administration of this subparf, each
handler shall pay to the market admin-
istrator on or before the 13th day after
the end of each month four cents per
hundredweight, or such amount not ex-
ceeding four cents per hundredweight as
the Secretary may prescribe, with re-
spect to all receipts within the month of
milk from producers and to other source
milk which is sold in the marketing area
as Class I.

RULES AND REGULATIONS

§ 985.86 Marketing services. (a) Ex-
cept as set forth in paragraph (b) of
this section, each handler, in making
payments pursuant to § 985.80 for milk
received from each producer at a plant
not operated by a cooperative associa-
tion of which such -producer is a
member, shall deduct seven cents per
hundredweight, or such amount not ex-
ceeding seven cents per hundredweight
as the Secretary may prescribe, with
respect to all such milk received during
the month and, on or before the 13th
day after the end of each month, shall
pay'such deductions to the market ad-
ministrator. Such moneys shall be used
by the market administrator to verify
weights, samples, and tests. of milk re-
ceived, from producers and to provide
producers with market information,
such services to be performed by the
market administrator or by an agent
engaged by and responsible to him.

(b) In the case of producers whose
milk is received at a plant-not operated
by a cooperative association of which
such producers are members, and for
whom a cooperative association is actu-
ally performing the services described In
paragraph (a) of this section, as ,deter-
mined by the Secretary, each handler
shall make, in lieu of the deductions
specified in paragraph (a) of this sec-
tion, such deductions from payments
required pursuant to § 985.80 as may be
authorized by such producers, and pay
such deductions on or before the 13th
day after the end of the month to the
cooperative association rendering such
services of which such producers are
members.

ADJUSTMENT OF ACCOUNTS

§ 985.90 Payments. Whenever audit
by the market administrator of any
handler's reports, books, records, or ac-
counts discloses. adjustments to be made,
for any reason, which result in. moneys
due: 0

(a) To the market administrator from
such handler,

(b) To such handler from the market
adminstrator, or

(c) To any. producer or cooperative
association from such handler, the
market admintrator shall notify such
handler promptly 'f any such amouiit
due; and payment\thereof shall be made
on or before the next date, following the'
5th day after such notice, for making
payment set forth in the provision under
which such error occurred.

§ 985.91 Overdue accounts. Any un-
paid obligation of a handler or of the
market administrator pursuant to
§§ 985.83, 985.85, 985.86, and 985.90 shall
be increased one-half of one percent on
the first day of the month next following
the due date of such obligation and on
the first day of each month thereafter
until such obligation Is paid.

APPLICATION OF PRO ISIONS

§ 985.100 Milk caused to be delivered
by cooperative associations. Milk re-
ferred to m this subpart as received from
:producers by a handler shall include
milk of producers caused to be delivered
to such handlers by a cooperative
association.

§ 985.101 Handler exemption. A
handler who operates a plant located
outside the marketing area from which
an average of less than 300 points (one
point being defined as one-half pint of
cream or one quart of any other Class I
produqt) of Class I milk per, day is
disposed of during the delivery period on
a route(s) operating wholly or partly
within the marketing area, or a handler
whom the Secretary finds Is subject,
during the delivery period, to another
Federal order and whose disposition of
Class I milk in the other Federal market-
mg area exceeds that in the Muskegon
marketing area, shall be exempted for
such delivery period from all provisions
of this subpart except §§ 985.31, 985.32,
and 985.33.

§ 985.102 Producer-handler A pro-
ducer-handler shall be exempt from all
provisions of this subpart except that he
shall make reports to the market admin-
istrator at such time and in such man-
ner as the market administrator may
request.

TERMINATIONS OF OBLIATIONS
§ 985.110 Termination of obligations.

(a) The obligation of any handler to
pay money required to be paid under the
terms o! this subpart shall, except as
provided in paragraphs (b) and (a) of
this section, terminate two years after
the last day of the month during which
the market administrator receives the
handler's report of utilization of the
milk. involved in such obligation, unless
within such two-year period the market
administrator notifies the handler in
writing that such money Is due and pay-
able. Service of such notice shall be
complete upon mailing to the handler's
last known address, and it shall contain,
but need not be limited to, the following
information:

(1) The amount of the obligation;
(2) The month(s) during which the

milk, with respect to which the obllga-
tion. exists, was received or handled;
and

(3) If the obligation Is payable to one
or more producers or to a cooperative
association, the name of such producers
or associations, or, if the obligation ib
payable to the market administrator, the
account for which it Is to be paid.

(b) If a handler falls or refuses, with
respect to any obligation under this sub-
part, to make available to the market
administrator or his representatives all
books or records required by this subpart
to be made available, the market admtin-
istrator may, within the two-year period
provided for In paragraph (a) of this sec-
tion; notify the handler In writing of
such failure or refusal. If the market
administrator so notifies a handler, the
said two-year period with respect to such
obligation shall not begin to run until
the first day of the month following the
month during which such books and rec-
ords pertaining to such obligation are
made available to the market adminis-
trator or his representative.

(c) Notwithstanding the provisons of
paragraphs (a) and (b) of this section,
a handler's obligation under this subpart
to pay money shall not be terminated
with respect to any transaction Involving
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fraud or wilful concealment of a fact,
material to the obligation, on the part of
the handler against whom the obligation
is sought to be imposed.

(d) Any obligation on the part of the
market admimtrater to pay a handler
any money which such handler claims to
be due hun under the terms of this sub-
part shall terminate two years after the
end of the month during which the milk
involved in the claim was received if an
underpayment is claimed, or two years
after the end of the month during which
the payment (including deduction or set-
off by the market administrator) was
made by the handler if a refund on such
payment is claimed, unless such handler,
within the applicable period of time, files,
pursuant to section 8c (15) (A) of the
act, a petition claiming such Toney.

ErFECTIVE T=h!E, SUSPENSION OR
TERMDINATION

§ 985.120 Effective time. The pro-
visions of this subpart, or of any amend-
ment to this subpart, shall become effec-
tive at such time as the Secretary may
declare and shall continu6 in force until
suspended or terminated.

§ 985.121 When suspended "or ter-
minated. The Secretary shall, whenever
he finds that this subpart, or any pro-
Vision of thins subpart, obstructs or does
not tend to effectuate the declared policy
of the act, terminate or suspend the
operation of this subpart or any such
provision of this subpart.

§ 985.122 Continuing obligation. If,
upon the suspension or termination of
any or all provisions of this subpart,
there are any obligations thereunder the
final accrual or ascertainment of which
requires further acts by any person (in-
cluding the market administrator), such
further acts shall be performed notwith-
standing such suspension or termination.

§ 985.123 Liquidation. Under the
suspension or termination of the pro-
visions of this subpart, except this sec-
tion, the market administrator, or such
other liquidating agent as the Secretary
may designate, shall if so directed by
the Secretary, liquidate the business of
the market administrator's office, dispose
of all property m his possession or con-
trol, including accounts receivable, and
execute and deliver all assignments or
other instruments necessary or appro-
priate to effectuate any such disposition.
If a liquidating agent is so designated,
all assets, books, and records of the
market administrator shall be trans-
ferred promptly to such liquidating
agent. If, upon such liquidation, the
funds on hand exceed the amounts re-
quired to pay outstanding obligations of
the office of the market administrator
and to pay necessary expenses of liquida-
tion and distribution, such excess shall
be distributed to contributing handlers
and producers, in an equitable manner.

MISCELLANEOuS PROVISIONS

§ 985.130 Agents. The Secretary may,
by designation in writing, name any
officer or employeeof the United States
to act as his agent or representative in
connection with any of the provisions of
this subpart.
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§ 985.131 Separability of provisions.
If any provision of this subpart, or the
application to any person or circum-
stances, Is held invalid, the application
of such provision, and of the remaining
provisions of this subpart, to other per-
sons or circumstances shall not be af-
fected thereby.

Issued at Washington, 1). C., this 7th
day of August 1953, to be effective as
follows: §§ 985.0 through 985.22 (1),
985.30 through 985.47, 985.70 and 985.71,
985.85. and 985.100 through 985.131 shall
be effective on and after September 1.
1953, and all of the remaining terms and
provisions of this order §§ 985.22 )
985.50 through 985.66, 985.80 through
985.84, and 985.86 through 985.91) shall
be effective on and after October 1, 1953.

[SEAL] E. T. BErsozr,
Secretary of Agriculture.

[F. R. Doc. 53-7140; Filed, Aug. 12. 1=33;
8:55 a. in.]

TITLE 15-COMMERCE AND
FOREIGN TRADE

Chapter Ill-Bureau of Foreign and
Domestic Commerce, Depatment of
Commerce

Subchapter C-Offlco of Intemalonal Trade
[6th Gen. Rev. of Export Ree., Amdt. 9I)

PART 368-MuTuAL AsslsrAucn on1 U. S.
ImoRTs AND ExPoRTs (As APPLIED TO
SELECTED U. S. IIPORrS)
PART 373-LIcENSING POLICIES AND

RELATED SPECIAL PROVISIONS
PART 382-DENIAL OR SusPrrssoN o'

EXPORT PRIVILEGES
LISCELLANEOUS ALKENDLIENTS

1. Section 368.1 Import certificate and
delivery verification on selected imports
into the United States paragraph (e)
Penalties for false statements is
amended to read as follows:

(e) Penalties and administrative ac-
tion-(1) False statements. The U. S.
Code, Title 18 (Crimes and Criminal
Procedure) section 1001, formerly sec-
tion 80, makes It a criminal offense to
make a willfully false statement or rep-
resentation to any department or agency
of the United States as to any matter
within its jurisdiction. Maximum pen-
alties under this provision are $10,000
fine or imprisonment for 5 years, or both.

(2) Shipments violating import cer-
tijlcate agreement. Any person who
causes or attempts to cause diversion,

trans hpment, or reexportatlon of com-
modities contrary to his representations
made on Form IT-826, Import Certifl-
cate, is subject to disqualification from
eligibility to obtain certified import cer-
tificate3 from the Department of Com-
merce.

2. Section 373.39 Applicability of
multiple commodity group provisions to
Commodity Group 6 commodities pa-
graph (d) Past participation in exports
is amended in the following particulars:

a. Delete the heading of subparagraph
(1) "(I) Certain commodities with
processing code NONF' The remainder
of the subparagraph remains unchanged.

b. Delete subparagraph (2) Cobalt
dental alloys, Schedule B No. 664526
(formerly 664529 and 915590)

3. Section 373.44 Totally allocated
commodities is deleted.

4. Section 373.48 Applicability of mul-
tiple commodity group provisions to
Commodity Group 7 commodities para-
graph (d) Past partimpation in exports
I, deleted.

5. Section 373.55 Chemicals and me-
dicinals paragraph c) Cobalt-contazn-
fig products is amended by the addition
of a new subparagraph (2) to read as
follows:

(2) Applicants for licenses to export
combustion catalysts containing cobalt,
Schedule B No. 829990, must certify on
the face of the application, Form IT-419,
as follows:

The materlala de-cribed on this applica-
tion are made from scrap or w=,te material3
not Liltabla for metallurgical uze.

The present paragraph (c) is designated
subpara raph (1).

6. Section 373.71 Supplement 1, Time
schedules for submission of applications
for licenses to export certain Positive
List commodities is amended by deleting
therefrom the following entry and re-
lated submission dates:

Dept. of Subra datcs
Co .
MUMc Cormodity SIn hr
B No. q1Z3 19zs

CW"_5 Cobaltd. tala lj.3_ r~ar. 0 I
APr. lana
13. 29,

7. Sectlon 382.51 Table of compliance
orders currently in effect denying export
privileges paragraph (b) Table of com-
pliance orders is amended in the follow-
ing particulars:

a. The following entries are added:

Name and addras date of 11:=dat Egpot p.-VALgi affccted i12aiLsr
aer of ordcr citatio

Atlantic & Prica WLo & Cable Co. Inm., 7-17-M 7-17-M Ocr-ral and valiated It- 13 F. P 424,
112-01 Northern Blvd., East Eimhur_ cear2, n comm'Jlar, any 7-2-3.
Long Iand, N. Y. 

dud!an7.

Larrourl. Vlmnte, 814 Cortlandt Avc, 7-17-iS 4-17-51 _do_ IS F. i. 4345
Bronx, N.Y. 7-29-3.

Limantour, a l, 10 East OiLt St., Nat" 7-17-3 4-17-ZA ... IS F. R. 4 34,
York, N. Y. 7-2Z-,3.

Oboler, Elartin 112-01 Nortcr Blvd., 7-17-Z3 7-17--14 .13do.-- IS F. R. 4N:%
East Elm=at. Long Iran , N.Y. 7-21-1s.

Rubin. Irvin=, 132-01 Northern Blvd, Ea."t 7-17-43 7-17-4 -.-do.-=-_ _ S F. R. 4 ,
Elm urSt, Long Island, N. Y. 7-2-23.

2 This amendment v=a published In Current Export Bulletin No. 710, dated August C4

1953, and in tho reprint page3, dated Augut 0, 1953.
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TITLE 32-NATIONAL DEFENSE
Chapter VII-Department of the

Air Force
Subchapter J-Procurement Procedures

PART 1006-CONTRACT FORMS AND CLAUSES

Part 1006 is added to Subchapter J as
follows:
Sec.
1006.1 Scope of part.
1006.2 Effect of Armed Services Procure-

ment Regulation.
1006.3 Supplementary instructions.
1006.4 Deviations.

SUBPART A-FIXED-PRICE SUPPLY CONTRACTS

1006.101 Scope of subpart.
1006.102 Contracts in excess of $1000.
1006.103 Contracts with Canadian Com-

mercial Corporation.
1006.104 Indefinite quantity contracts.
1006.105 Contracts for $1000 or less.

SUBPART B---COST-PLUS-A-FXED-FEE CONTRACTS

1006.201 Scope of subpart. -
1006.202 Cost-plus-a-fixed-fee supply con-

tracts.
1006.203 Cost-plus-a-fixed-fee service con-

tracts.
1006.204 Cost-plus-a-fixed-fee open con-

tracts.

SUBPART C-FXED-PRICE CONTRACTS FOR
RESEARCH AND DEvELOPM

1006.301 General.

SUBPART D-FIXED-PRICE SERVICE CONTRACTS

1006.401 Scope of subpart.
1006.402 Nonpersonal service contracts.
1006.403 Personal service contracts.
1006.404 Contracts with German and Aus-

trian Nationals (Paperclip).
-1006.405 Contracts for technical repre-

sentative services.

SUBPART B-TIME AND MATERIALS CONTRACTS

1006.501 Scope of subpart.
1006.502 Contract clauses.

SUBPART F-CONSTRUCTIoN CONTRACTs

1006.601 Scope of subpart.
1006.602 Contract clauses.

SUBPART G--ALES CONTRACTS

1006.701 General.

SUBPART H-BAILMENT CONTRACTS

1006.801 General.
1006.802 Contract clauses.

SUBPART I-ACILITIES CONTRACTS

1006.901 -General.
11 0 0 6 .9 0 2  Contract clauses.

SUBPART J-LETIER CONTRACTS

1006.1001 Scope of subpart.
1006.1002 Contract clauses for letter con-

tracts contemplating fixed-price
definitive contracts.

1006.1003 Contract clauses for letter con-
tracts contemplating CPFF
definitive contracts.

SU3PART -- COST REnIURSEMENT CONTRACTS

1006.1101 Scope of subpart.
1006.1102 Contract clauses.

SUBPART L-TUXTION CONTRACTS

1006.1201 Scope of subpart.
1006.1202 Contract clauses.
1006.1203 Base residents.

SUBPART M-SPECI&L CLAUSES

1606.1301 Scope of subpart.
1006.1302 Furnishing of materials and sup-

plies by the Government.
1006.1303 Guaranty.

RULES AND REGULATIONS

Sec.
1006.1304
1006.1305
1006.1306
1006.1307
1006.1308
1006.1309
1006.1310
1006.1311
1006.1312
1006.1313
1006.1314
1006.1315
1006.1316
1006.1317
1006.1318
1006.1319
1006.1320
1006.1321
1006.1322
1006.1323
1006.1324
1006.1325
1006.1326
1006.1327

1006.1328

1006.1329

1006.1330

1006.1331
1006.1332

1006.1333
1006.1334
1006.1335

Superseding specifications.
Delay in delivery of data.
First article approval.
Production sample tests.
First article inspection.
Progress payments (75 percent).
Progress payments (90, percent).
Spare parts provisioning.
Advance payments.
Employment of aliens.
Prior instruments superseded.
Bailment contemplated.
Special delivery provisions.
Facilities contemplated.
Transportation charges.
Flight risks.
Increase option.
Special overtime provisions.
Special inspection provisions.
Discount.
Construction guaranty.
Fixed overhead rates.
Redetermination of overhead rate.
Price escalation for standard steel

items (1).
Price escalation for standard steel

items (2).
Price escalation for standard steel

items (3).
Price escalation for aluminum

products.
Fixed-price guaranty.
Option to terminate fixed over-

head rates.
Inspection specifications.
Ceiling prices.
Recovery of pension benefits to

the Government.

SUBPART N-APPROVED CONTRACT FORMS (STAND-
ARD, DEPARTMENT OF DEFENSE, AND AR FORCE)

1006.1401 Scope of subpart.
1006.1402 Applicability. ,
1006.1403 Contract clauses.
1006.1404 Deviations.
1006.1405 Local reproduqtion.
1006.1406 Special purpose contract forms.
1006.1407 Supply of certain forms.
1006.1408 Supply Contract; Formal Adver-

tising (Long Form); Standard
Forms 26, 30, 31, and 32.

1006.1409 Supply Contract; Formal Adver-
tising (Short Form); Standard
Forms 33 and 32.

1006.1410 Supply Contract; Negotiated
(Long Form); DD Form 351.

1006.1411 Order and Voucher for Purchase
of Supplies or Services Other
Than Personal; DA AGO Form
383.

1006.1412 Purchase Order; WD Form 18.
1006.1413 Delivery Order; DA AGO Form

383.
1006.1414 Contract for Purchase of Services

Other Than Personal; Ar Form
195.

1006.1415 Contract for Movement of House-
hold Goods and Effects; DD
Form 327.

1006.1416 Invitation for Bids (Construction
Contract) WD Standard Pro-
curement Form 116.

1006.1417 Bid (Construction Contract):
WD Standard Procurement
Form 117.

1006.1418 Request for Proposal and Con-
tractor's Proposal (S h or t
Form); NID Form 104.

1006.1419 Request for Prollosal and Con-
tractor's Propos al (Long
Form), WD Forms 105, lO5A,
105B, and 1050.

1006.1420 Contractor's Statement of Con-
tingent or other Fees for So.
liciting or Securing Contract;
Standard Form 119.

1006.1421 Abstract of Bids (Short Form);
WID Form 14.

1006.1422 Abstract of Bids (Long Form);
WD Form 29.

Sec.
1006.1423 Abstract of Bids (Long Form

Continuation Shoot); WD
Form 29A.

1006.1424 Standard Forms of Bonds for
Government Contracts,

'1006.1425 Security Agreement; DD FOrm
441.

AuTHoRrT: Hi 1006.1 to 1000.1425 issUod
under it. S. 161, sec. 202, 61 Stat. 800, i
amended; 5 U. S. C, 22, lla. Interpret or
apply 62 Stat. 21; 41 U. S. 0. 161-161.

DERIVATiON: Sec. VIL AFN 70-6.

§ 1006.1 Scope of part, This part sets
forth contract clauses required and au-
thorized for use in the Air Force and the
forms of contracts wherein such clauses
are to be used. Except as otherwise
specified in this part, such forms and
clauses are authorized for Use by any
purchasing and contracting activity of
the Air Force.

§ 1006.2 Effect of Armed Services Pro-
curement Regulation. Since this part is
published prior to completion of the
Armed Services Procurement Regulation,
instructions contained in this part may
in some respects be contradicted by por-
tions of Armed Services Procurement
Regulation hereafter published, If such
contradiction arises, the instructions
contained In this part will be considered
to be superseded to the extent of any
inconsistency. All references in this part
to Armed Services Procurement Regula-
tion contract clauses will be understooo
to mean the designated Armed Servlcca
Procurement Regulation clauses as here-
after from time to time revised.

§ 1006.3 Supplementary instructions.
Instructions not inconsistent with this
part may be Issued by the Commanding
General, Air Materiel Command for ap.
plication throughout the Air Force.

§ 1006.4 Deviations. Deviations from
the requirements of the Armed Serviccs
Procurement Regulation will be mado
only with the approval of the Deputy
Chief of Staff, Mat6rlel, Headquarters
United States Air Force. Deviations
from these procedures, not involving
Armed Services Procurement Regulation
clauses, will be made only with the fp-
proval of the Commanding General, Air
Materiel Command or his duly author-
ized representative. Requests for do-
viations will be in writing; will specify
the section number of these procedures
from which deviation Is requested: and
will set forth in detail the recommenda-
tions of the requesting agency and the
reasons In support thereof. Requests
will further indicate the effect of the
deviation on the rights of the parties,
and will clearly indicate the benefit inur-
ing to the Government by reason of such
deviation.
SUBPART A-FIXED-PRICE SUPPLY CONTRACTS

§ 1006.101 Scope of subpart. This
subpart sets forth required andauthor-
ized clauses for use In fixed-price supply
contracts, as defined in § 406,102 of this
title, for definite and Indefinite quanti-
ties.

§ 1006.102 Contracts in excess of
$1,000-(a) Required clauses (§ 406.103
o1 tis title) All fixed-price supply
contracts, for more than $1,000 for defl-
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nite quantities will consist of the follow-
ing clauses in the following sequence:

(1) Definitions as set forth in § 406.-
103-1 of this title.

(2) Changes as set forth in § 406.-
103-2 of this title.

(3) Extras as set forth in § 406.103-3
of this title.

(4) Variation in quantity as set forth
m § 406.103-4 of this title.

(5) Inspection as set forth in
§ 406.103-5 of this title.

(6) Responsibility for supplies as set
forth in § 406.103-6 of this title.

(7) Payments as set forth in § 406.103-
7 of this title.

(8) Assignment of clamis as set forth
in § 406.103-8 of this title.

(9) Additional bond security as set
forth in § 406.103-9 of this title.

(10) Taxes as set forth in § 410.401 of
this title. In addition thereto, the fol-
lowing may be added as a subparagraph
in paragraph (a) thereof: "For the pur-
poses of any additional procurement of
supplies or work called for by any agree-
ment supplemental hereto, the term 'con-
tract date' shall be deemed to refer to
the date of such supplemental agree-
ment."

(11) Default as set forth in 406.103-
11 of this title.

(12) Disputes as set forth in § 406.103-
12 of this title.

(13) Notice and assistance as set forth
in § 408.102 of this title.

(14) .Buy American Act as set forth in
§ 406.103-14 of this title.

(15) Convict labor as set forth in
§ 411.203 of this title.

(16) Eight-Hoqr Law as set forth in
§ 411.303 of this title.

(17) Walsh-Healey Public Contracts
Act as set forth in § 411.604 of this title.
'Where desired, the Armed Services Pro-
curement Regulation clauses concerning
Convict Labor, Eight-Hour Law and the
Walsh-Healey Act may be jomed in one
contract, with appropriate language, in-
dicating which clause is applicable.

(18) Nondiscrimination in employ-
ment as set forth in § 411.803 of this
title.

(19) Officials not to benefit as set
forth in § 406.103-19 of this title.

(20) Covenant against contingent
fees as set forth in § 406.103-20 of this
title. 0

(21); Termination for the convenience
for the Government as set forth in
1 407.701 of this title.

(22) t Celing prices as set forth in
§ 406.103-22 of this title.

(b) Clauses to be used where appli-
cable. The following additional clauses
will be used in fixed-prnce supply con-
tracts where required by Federal
Statute, Executive Order, or Procure-
ment Regulations, or where otherwise
deemed appropriate:

(1) Subcontracts as set forth in
§ 406.104-14 of this title.

(2) Discount as set forth below*
Discount. In connection with discount

offered, time will be computed from date of
the delivery of the supplies to carrier when
delivery and acceptance are at point of origin,
or from date of delivery at destination or
port of embarkation when delivery and
acceptance are at those points, or from date
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correct invoice or voucher (properly certi-
fled by the Contractor) is received in the
office specified by the Government If the
latter date is later than the date of delivery.

(3) Shipping requirements consisting
of the following clauses:

Shipping rcquirements-(a) F o. b. car-
sier's eqiipmcnt. Whenever it is provided
In this contract that articles, cupplic, ma-
terials or other Iteas called for under tbl
contract shall be delivered to the Govern-
ment f. o. b. Contractor's plant, any ship-
ment occupying sufficient space In a rallroad
car to constitute a carload shipment subject
to carload freight rates shall. by the Con-
tractor, be properly and adequately leaded
n freight cars at a railroad siding at, or

nearest to. Contractor's plant, and any ship-
ment subject to less-than-carload freight
rates shall, by the Contractor, be delivered
into the carrier's possesslon at the Contrac-
tor's plant, or at the point or points nearezt
thereto at which delivery can be eff ected.
All said shipments shall be made on Gov-
ernment bills of lading, but the Contractor
shall make application therefor In the man-
ner prescribed elsewhere herein. In Inhert-
Ing descriptions in Government bills of lad-
ing the Contractor will comply with the
rules and provisions of the freight cias-
ficatlon and tariffs of the carrier or car-
riers involved.

(b) F o. b. destination. Whenover It is
provided in this contract that products and
materials or other Items shall be delivered
f. o. b. specified destinations, such products
and materials or other Items shall be shipped
direct by the Contractor to the specified dez-
tinations, on commercial bills of lading.
f. o. b. each destination, at the expen-e of
the Contractor.

(c) Shipping instructions. If not other-
wise provided herein, names of consignece
of all products and materials or other items
to be delivered by the Contractor hereunder
will be furnished to the Contractor In writ-
ing by the Contracting Officer at a later date.

(d) Notice of Shipments as set forth in
ASPR 7-105.4.

(4) Vendor's invoices as set forth
below-

Vendor's inroces. Unle.s Instructions
with reference to the preparation and rout-
Ing of vendor's invoices are Included c'm'
where in this contract, nvoices or vendor'z
shipping documents used as nvolce: shall
be forwarded by the Contractor to the
USAP office having administrative responsi-
bility for this contract, for recording and
forwarding to the Accounting and Disburs-
ing Officer (finance offcer).

(5) Government-furnished property
as set forth in § 412.502 of this title.
The following deviation from Armed
Services Procurement Regulation has
been approved:

Section 412.502 (f) (i) of this title,
delete:

clause(s) of
or in the clause or clauses of this contract

designated in the schedule.

Nor=: The clause set forth in § 1000.1302
is authorized for inclusion as an additional
clause.

(6) Reporting of royalties asset forth
in § 408.103 of this title.

(7) Reproduction rights as set forth
below*

Reproduction rights. It Is understood and
agreed that the Contractor does not convey
to the Government any reproduction rights
In or to the supplies called for herein by
virtue of the terms of this contract, except
as may be herein otherwiso provided.
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(8) Inpection and audit of books as
ret forth below-

Inspectfor. and audit of booYaz. (a) The
Contractor a.rees that Its bo!sa and records
and Its plant, or cuch parts thereof as may
be enLaged In the performance of this con-
tract. shall at all rea-onable times be sub-
jcct to inpectlon and audit by any au-
thorized rcpre entative of the Dapartment.

(b) The Contractor shall cauze a like pro-
vision to be included In all subcontractz
hereunder.

(9) Employment of aliens as set forth
in § 406.104-3 of this title.

To permit this clausa to be embodied in
the printed text, the following words; may
be in erted preceding the language of said
clause: "If this contract calls for furnishing
or constructing aircraft, aircraft pa ts, or
aeronautical accessories,

(10) Military security requirements
as set forth n § 406.104-12 of this title.

(11) Notice to Government of labor
disputes as set forth in § 406.105-3 of this
title.

(12) Neutrality Act of 1939 as set
forth in § 406.104-4 of this title.

(13) Delivery as set forth below'
Dclfrerlj. (a) If any aircraft are required

to be furnhed to the Government under
this contract, the following provisions of this
pararph shall he applicable to the deliv-
ery thereof. Unle- otherwivs provided in
this clause or clcewhere In this contract, all
cald aircraft shall be delivered completely set
up. cerviced and ready for flight at the flying
field 7her the s m are to be finally In-
spected pursuont to the provilons of para-
graph (f) of the clause hereof entitled "Ad-
dltlonal Inspectlon Requirements." All fuel,
oil and/cr cooling fluid neccsry for engine
tests and/cr flight tests required to be made
under the provislons of AF Specification No.
E-1ED0-E, shall be furnisced and supplied at
the expensa of the Contractor. All fuel, all
and/or cooling fluid nccesary for fly-away
shail be furni hed by the Contractor at Its
expenso In on amount to be designated by
the ferry pilot far each aircraft delivered. In
the event it becomes necesary to ship any
of the aircraft called for by ral or other
carrier. same sbha be packed as may be
directed In wIlting by the Contracting Of-
ficer, s"uch changes as may be necessary re-
lating to packing and shipping to be made
under the provisions of clauza 2 hereof.

(b) If any spare part or special hend tools
and ground equipment are required to be
furnished to the Government under this con-
tract In accordance with the terms of any
Appendix attached to or made a part of this
contract, sad spare parts and such special
hand tols and ground equipment shall be
delivered in accordance with the provisions
of sld Appendix.

(c) Except as otherwia provided In para-
graph (b) of this clausa or eLewhere herein,
all the spare parts, if any, required to be
furniLed to the Government under this
contract rbhall be delivered In accordance
with the following cchedule: 7he Contractor
shal deliver In each month that quantity of
each item of spare parts IL-ted on the final
spare parts exhibit, or on the respective final
spare parts exhbits, to this contrarct which
bears the came ratio to the total quantity
of such item to be furnished as the numbar
of artlclc to which such part related to be
delivered In such month bears to the total
number of such articles to be furnished.
Where a fraction of a part., mre than one-
half (s), I1 involved in this arrangement, a
complete part ahsll be delivered.

(d) Ezcept as otherwise provided In the
next two succeeding =ntences of tbi para-
graph (d), and except as to aircraft to be
flown away, all the supplies required to be
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furnished under this contract shall be de-
livered to the Government f.o.b. cars or car-
rier's equipment at the plant or plants (or
the point or points nearest thereto that rail
carrier service is available), at -which such
supplies are to be finally inspected as set
forth in the schedule hereof and shall be
packed In accordance with the requirements
as set forth in the schedule. If the Contract-
ing Officer directs in writing that any of the
supplies to be furnished hereunder be
shipped by air such supplies shall be de-
livered to the Government f.ojb. a flying
field designated by the Contracting Officer
for such purpose in the vicinity of the plant
or plants at which such supplies are to be
finally Inspected. If the Contracting Officer
directs in writing that any of the supplies to
be furnished hereunder be shipped other
than by rail or air, such supplies shall be
delivered to the Government f.o.b. -the plant
or plants at which suchi supplies are to be
finally inspected.

(e) For the purpose of determining the
fulillment of this contract so far as delivery
dates are concerned, in the event the delivery
point or points are not the same as the point
or points of destination, the time of delivery
of the supplies shall be calculated as the
date of final Government inspection ready
for shipment to destination as certified to by
the Government representative or, In the
event of acceptance of the articles without
inspection, pursuant to the provisions of
clause 35 as the date of delivery to the car-
rier ready for shipment to destination.,

(f) In the event shipments are to be made
on Government bills of lading, the Con-
tractor will make application/s therefor on
AMC Form No. 63A addressed to the Officer
In Charge, AMC Field Transportation Office,
set forth elsewhere In this contract.

(14) Additional inspection require-
ments as set forth below-

Additional inspection requirements. (a)
At the option of the Contracting Officer any
of the supplies to be furnished hereunder
may be accepted without Government in-
spection upon receipt of a certificate of the
Contract or attached to an invoice for said
supplies reading substantially as follows:

I hereby certify that I did, on the --------
d ay of --------- 9.. .... sh ip via --------
-.------ ...-------- in accordance with ship-
ping instructions issued by the Contracting
Officer, the supplies called for by Contract
No .--------------- that such supplies were
in the quantities and of the quality called
for, and were in all respects in accord with
the applicable specifications. This state-
ment is furnished to support payment of
the attached- invoice.

(b) Notwithstanding any provisions of the
certificate above referred to, the liability of
the Contractor with respect to the supplies
covered by this contract will, after inspec-
tion by the Government, or after the ex-
piration of a reasonable time following de-
livery to the Government within which In-
spection may be made, whichever ocurs first,
be limited (except as to supplies rejected
upon such inspection) to liability for latent
defects, fraud or such gross mistakes as
amount to fraud.

(c) The provision of paragraph (c) of
clause 5 reading as follows: "but failure to
Inspect and accept or reject supplies shall
neither relieve the Contractor from responsi-
bility for such supplies as are not in ac-
cordance with the contract requirements nor
impose liability on the Government therefor"
shall not be applicable to any supplies ac-
cepted without Government Inspection pur-
suant to the foregoing provisions of this
clause.

(d) The respective points for final inspec-
tion and acceptance by the Government of
all the supplies (other than aircraft to be
flown away, If any) to be furnished under
this contract shall be, in addition to the

plant or plants of the Contractor specified in
paragraph (b) of this clause, any other plant
or plants of the Contractor or any plant or
plants of a subcontractor or vendor of the
Contractor hereunder, provided that such
other plant or plants of the Contractor of
such plant or plants of a subcontractor or
vendor, shall have been approved for such
purpose in writing by the Contracting Officer.
It is expressly understood by the Contractor
that request by it for the approval referred
to in the preceding sentence must be made as
soon as practicable to permit the Govern-
ment to make necessary arrangements for
inspection and acceptance, and that the Gov-
ernment is not obligated to mAke such final
inspection and acceptance at any point so
approved until a reasonable period after the
date 'of such approval.

(e) Interchangeability. The Contractor
shall, in the manufacture of the articles to
be supplied under this contract, be required
to use jigs, fixtures and/or other devices and
appliances in all processes where such use is
conducive to interchangeability and uni-
formity of the product, of such character as
will reduce the necessity for selective assem-
bly to the least practicable minimum, and
whenever the inspector shall determine that
any jig, fixture, device or other appliance is
incorrect, worn, damaged, or defective to
such an extent as to adversely affect basic
Interchangeability of the article manufac-
tured, he shall so inform the Contractor in
the same manner as applied to the rejection
of defective material presented for accept-
ance by the Government representative, and
the Contractor shall not thereafter use the
said jig, fixture, or appliance, in its incorrect,
worn, damaged, or defective form In the
manufacture of articles intended for delivery
under this contract. The Contractor shall
inform the inspector when materials or parts
are ready for inspection.

(f) Unless otherwise provided herein, if
any aircraft are required to be furnished to
the Government hereunder and the same are
to be flown away, such aircraft shall be finally
inspected and accepted by the Government'
at a flying field or fields to be approved by
the Government in the vicinity of the Con-
tractor's plant or plants specified in para-
graph (b) of this clause or in the vicinity
of any other plant or plants of the Con-
tractor approved for such purpose in writing
by the Contracting Officer. Unless otherwise
provided herein, such inspdction and accept-
ance shall be accomplished in accordance
with the provisions of AF Specification No.
R-180Q-E.

(15) The contract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned in this part) and part 408
of this title will be used in accordance
with instructions contained in said sec-
tion and part. The clauses set forth in
§§ 406.105-5, 406.105-7 and 408.106 of
this title will be used where necessary
or desirable to cover the subject matter
contained in such clauses.

(16) Gratuities as set forth in
§ 406.104-16 of this title.

(17) Examination of records as set
forth in § 406.104-15 of this title.

(18) Alterations as set forth in
§ 406.105-1 of this title. ThIs alteration
clause will be used in every contract, pre-
pared on a printed form, in which addi-
tions, excisions, or changes have been
made on the printed pages. This clause
will be used only for the purpose of de-
scribing such additions, excisions, or
changes, and will not be used to set forth
additional clauses or variations of pre-
scribed clauses.

(19) Contractural contents. Where
deemed desirable, the following clause
may be used:

Contractual contents. This contract con-
sists of (insert enumeration of contract
clauses and pages).

(20) Approval. The approval clause
set forth in § 406.105-2 of this title will
be used In all contracts which require
manual approval of some individual
other than the Contracting Offoeer, prior
to becoming effective.

§ 1006.103 Contracts with Canadian
Commercial Corporation. (a) Tixed
price supply contracts placed with Cana-
dian Commercial Corporation will con-
sist of the following clauses in the
following sequence:

(1) Definitions as set forth in § 400,-
103-1 of this title.

(2) Changes as set forth in § 400,103-
2 of this title.

(3) Extras as set forth in § 400.103-3
of this title.

(4) Variation In quantity as set forth
in § 406.103-4 of this title.

(5) Inspection as set forth In § 400,-
103-5 of this title.

(6) Responsibility for supplies as sot
forth In § 406.103-6 of this title.

(7) Payments as set forth In § 400,-
103-7 of this title.

(8) Assignment of claims as set forth
In § 406.103-8 of this title.

(9) Additional bond security as set
forth In § 406.103-9 of this title.

(10) Default as set forth In § 406.103-
11 of this title.

(11) Disputes as set forth In § 400,-
103-12 of this title.

(12) Notice and assistance as set forth
in § 408.102 of this title.

(13) Officials not to benefit as set
forth in § 406.103-19 of this title,

(14) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(15) Termination for the convenience
of the Government as set forth In § 407.-
701 of this title.

(16) Notice of shipments as set forth
in § 406.105-4 of this title.

(17) Patents as set forth below'

Patents. The Contractor shall hold and
save the Government, its officers, agents,
servants, and employees harmless from
liability of any nature or kind, including
costs and expenses, for or on account of any
invention, article, or appliance patented
under the laws of Canada, manufaotured or
used in 'the performance of this contraot,
including their use by or for the Government,

The Government shall hold and save the
Contractor, its representatives, agents, and
subcontractors harmless from all liability
under judgments by courts by competent
jurisdiction, that may be obtained against
the Contractor, its representatives, agents,
and subcontractors, because of the use of any
invention patented under the laws of the
United States, specifically prescribed and au.
thorlzed in writing by the Government as
necessary for the performance of this con.
tract, or the use of any invontion patented
under the laws of the United States which
necessarily flows from the nature of the
thing being produced or procured under this
contract, but not otherwise: Provided, That
such United States Letters Patent so used
are now owned or controlled by the Cana-
dian Government, the Contractor, its repro.
sentatives, subcontractors, or persons in
privlty with the Contractor: And provided
further, That Immediate notice of any de-
mand, liability, or legal proceedings arising
from such use is given in writing by the
Contractor to the Contracting Officer, and
reserving to the Government the right to
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intervene in any such demand or proceeding
and in Its discretion to defend same or make
settlement thereof, and the Contractor shall
furnish all information in its possession and
all assistance of its employees, representa-
tives, or agents requested by the Govern-
ment.

(18) Patent licenses as set forth
below-

Patent licenses. The Contractor agrees to,
and does hereby, in consideration of the
-erms and in consideration of payments to

)e made by the Government under this con-
ract, grant unto the Government a non-
xclusive, irrevocable, non-transferable, roy-
Ity-free license to make, have made, and
tse for governmental purposes throughout
he world, and to sell or otherwise dispose of
n accordance with law, machines, articles or
*mpositions of matter, embodying any and
11 inventions conceived or first actually re-
[uced to practice in the course of carrying
iut the work contemplated by this contract
vhether patented or unpatented, and to
iractice or cause to be practiced any neth-
ids or processes, whether patented or un-
)atented which are developed in carrying
ut the provisions of this contract; provided
hat nothing contained in this clause shall
repose any obligation upon the Contractor
o license or otherwise make available to the
iovernment any invention, method or proc-
ss, which is not owned or controlled by the
;ontractor or by the Canadian Government.

(19) Subcontractor substantially as
et forth below'
Subcontractor. It is understood and agreed

hat the supplies and materials to be fur-
ished under this contract shall be manufac-
ured and supplied by (hereinafter called
he "subcontractor") at its factory located at

he performance of any of the work by any
ither subcontractor is prohibited, except
ith the specific approval of the Contract-
ng OMcer.

(20) Governing laws as set forth be-
ow.

Governing laws. This contract will be con-
-trued according to the laws of the United
5tates of America.

(21) Exemption from Buy American
kct as set forth below-

Exemption from Buy American Act. This
*ntract has been exempted from the pro-
dsion of the Buy American Act (41 USC
.Oa-d), pursuant to a determination made on
-------....... by -----------------

(22) Government-furmshed property
ts set forthm § 412.502 of this title. Also
;ee subparagraph (5) of § 1006.102 (b)

(23) Gratuities as set forth in § 406.-
04-16 of this title.

(24) Examination of records as set
'orth in § 406.104-15 of this title.

(25> Alterations as set forth in § 406.-
L05-1 of this title will be used in accord-
rnce with instructions contained in sub-
iaragraph (18) of § 1006.102 (b)

(26) Contractual contents as set forth
n subparagraph (19) of § 1006.102 (b)

(27) Approval as set forth in § 406.-
L05-2 of this title will be used in accord-
ince with instructions contained in sub-
)aragraph (20) of § 1006.102 (b)

§ 1006.104 Indeftnite quantity con-
,racts. (a) Indefinite quantity contracts
nay be either a "call-" or "open-" type.
Procuring activities are reminded that
.vhile no major objections are interposed
:a the use of "call" contracts, as here-
ifter defined, the opportunity for post-

performance pricing under the "open"
contract, as hereafter defined, militates
against its widespread use. Accordingly.
"open" contracts will be used only In ac-
cordance with instructions of the respec-
tive procuring activities and will be
limited, generally, to emergency pro-
curement purposes.

<b) A call contract Is one In which
there is a detailed description of the
articles or services being purchased; the
prices are set forth; there are no quanti-
ties or delivery schedule; funds need not
be allotted to the contract, but funds
are allotted to individual "calls"; and
there need be no definite time limit
within which calls may be made. Call
contracts will be placed on a fixed-price
basis.

(c) All call contracts will consist of
the following clauses in the following
sequence:

(1)-(34) Thirty-four clauses, con-
sisting of clauses as set forth In subpara-
graphs (1) to (22) of § 1006.102 (a) and
clauses as set forth in subparagraphs (1)
to (12) of § 1006.102 (b)

(35) () Calls as set forth below*
Calls. (a) Calls by the Government here-

under will be made by the Contracting Ofcer
at Headquarters, Air Matkrlel Command. by
written notification to the Contractor. Each
such call shall set forthlthe particular articles
and supplies to be furnished, the quantities
thereof required, the date of delivery there-
for, whether export or domestic packing Is
desired, and any special packing Instruc-
tions. Immediately upon receipt of each
such call. the Contractor, subject to the pro-
visions of paragraphs (c) and (e) of this
Clause shall proceed to manufacture or place
orders to procure the articles and supples co
called for and shall deliver such articles and
supplies in accordance with the delivery
schedule specifed in such cl even though
such schedule may provide for deliverie be-
yond the period provided in this contract for
the making of calls under this para~raph (a).

(b) At such intervals as the Contractor
may determine, which shall not In any case
be more than thirty (30) days, the Contractor
shall prepare and deliver to the Government
a list of all articles and supplies and the
quantities thereof furnished pursuant to
calls made pursuant hereto, and which have
not been set forth in any such list previously
delivered to the Government. Such list
shall be prepared as follow:

(1) Five (5) copies of each list shall be
prepared on paper 8" x 10%1" one (1) of
such copies to be carbon-backed on vellum
or other paper in form suitable for reproduc-
tion by blueprinting or other standard
method.

(2) Each list shall be numbered In c-
quence according to the date of Imsuance
thereof commencing with the number "1"
and shall bear at the top of the first page
and at the foot of each succeeding pa.e such
number and the number of the contract to
which it pertains, for example, "Eshiblt 1
to Contract No. AF33(600)-0000"

(3) Each list shall show as to each Item
listed thereon the item number, quantity
called for, drawing or part number, nomen-
clature, unit price and total price, special
packing charges, If any, aggregate price of all
items listed, the date and origin and number
of the call pursuant to which the articles
and supplies were furnished, the dates of de-
livery, manner of shipment, destinations, and
packing sheet number. Lits may nlo con-
tain such Information additional to the fore-
going and not inconsistent therewith as may
be appropriate.

(4) Three (3) copies of the list (one (1)
copy of which shall be reproducible) shall

carry at the end thereof a certificate nnu-
ally signed by an officer or other person au-
thorIzs-d to bind the Contractor, with the
corporate real "fix cd. stating that the prices
therein represent a firm quotation and that
the artlclcs listed thereon have been de-
livered to the Government. Provisions will
also be made at the end of each such list for
the written approval of the Contracting Of-
ficer, Headquarters, Air Mat~rel Command.
(5) The three (3) copies of the list, after

signature by the Contractor as Indicated
above, to2ether with two (2) unsigned copies
thereof, rhall be forwarded to the Contract-
ing Oer, Headquarters, Air Latilel Com-
mand. Each such list shall be subject to the
approval of the Contracting Officer, Head-
quarters, Air Lfatbdel Command, and when so
approved and with such changes therein as
may be agreed upon by the Contractor and
the Contracting Officer, the three (3) signed
copies thereof will be signed by the Con-
tracting OWcer, the list will be published as a
numbered exhibit to the contract, one (1)
of the three (3) approved coples will be re-
turned to the Contractor and the Contractor,
upon submi1ion of propierly certified In-
voice accompaWed by proper receiving re-
porta, shall be entitled to be paid. in the
manner cat forth in this contract; even
though such exhibit may not have become a
part of th1s contract until after the close
of the period during which calls may be made
hereunder. Any dispute re.arding any such
1ist shall be determined in the manner pro-
vided In clause 12 hereof.
(c) If upon receipt of any call under para-

graph (a) of thl clause, the Contractor de-
termines that it will be unable to meet the
delivery cchedule therein ret forth, the Con-
tractor (althou3h it abl at all times be ob-
ligated to make every effort to meet such
delivery schedule) shall immediately notify
the Contractin Z Offcer. Headquarters. Air
=atAlrlel Command, setting forth the best

possible delivery cchedule, and the parties
will thereupon enter into ne.gotiatlons to
correct such situation by modification of the
tcrms of such call. Liewise, if upon receipt
of any call the Contractor determines that
the funds provided by the contract wil be
exceeded by compliance with such call, Con-
tractor shall immediately notify the Con-
tracting Offcer. Headquarters, Air Matilel
Command, that no action will be taken upon
such call until additional funds are made
available.

(d) The Contractor shall, at the time of
shipment or prior thereto, aIgn to each
article or group of Identical articles furn-
ished hereunder, the item number which 13
subsequently to appear on the exhibit to
this contract in respect to such article or
group of articles, and shall place such item
number together with the exhibit dezignd-
ton and the number of this contract (e. g.
'Item ?TO. 41 of Exhlblt No. 6 to Contract
No. AI3(6l0)-0000"), on the packing sheet
covering shipment of such article or articles.
In the event of direct shipment of such
article or articles from the plant of the sub-
contractor or vendor, the Contractor shall
be responsIble for such item number and
exhibit dceignation being placed upon the
packing sheet by such subcontractor or
vendor.

(ii) In the event that funds are
allotted to the contract, the following
pamgraph will be included n the fore-
going clause:

(e) As of the date of execution of this
contract, there has been allotted for it the
total sum set forth in the cchedule. This
sum may b3 Increas-ed from time to time by
the Governmentcolely inIts discretion. Not-
withstanding any other provision of this con-
tract the Contractor sball not furnish any
mticls or supplies pursuant hereto the ag-
gregate price of which when added to the
a-greate price of all articles and supplies
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theretofore furnished pursuant hereto would
exceed said sum. If at any time the Con-
tractor considers it likely that, by reason of
calls which have been made pursuant hereto,
the aggregate amount set forth above may
shortly be exceeded, the Contractor will so
notify the Contracting Officer, Headquarters,
Air Matdriel Command, and the parties may
thereupon enter into negotiations for such
amendment to or modification of this con-
tract and/or any call issued hereunder as
may be appropriate. Anything in this con-
tract to the contrary notwithstanding,, the
Government shall not be obligated to pay to
the Contractor any amount in excess of the
sum allotted for this contract.

(36) Delivery as set forth below'

Delveri. (a) Except as otherwise provided
in the next two succeeding sentences of this
paragraph, and except as to aircraft to be
flown away, all the supplies required to be
furnished under this contract shall be de-
livered to the Government f. o.-b. cars or car-
rler's equipment at the plant or plants (or
the point or points nearest thereto that rail
carrier service is available) at whicl such
supplies are to be finally inspected as set
forth in the Schedule and shall be packed in
accordance with the requirements set forth
in said Schedule. If the Contracting Officer
directs in writing that any of the supplies to
be furnished hereunder be shipped by air
such supplies shall be delivered to the Gov-
ernment f. o. b. a flying field designated by
the Contracting Officer for such purpose in
the vicinity of the plant or plants at which
such supplies are to be finally inspected. If
the Contracting Officer directs in writing that
any of the supplies to be furnished hereunder
be shipped other than by rail or air, such
supplies shall be delivered to the Govern-
ment f. 0. b. the plant or plants at which
such supplies are to be finally inspected.

(b) For the purpose of determining the
fulfillment of this contract so far as delivery
dates are concerned, in the event the delivery
point or points are not the same as the point
or points of destination, the time of delivery
of the supplies shall be calculated as the date
of final Government inspection ready for
shipment to destination as certified to by the
Government representative or, in the event of
acceptance of the articles without Inspection,
pursuant to the provisions of clause 37, as
the date of delivery to the carrier ready
for shipment to destination,

(c) In the event shipments are to be made
on Government bills of lading, the Contractor
will make' application/s therefor on AMC
Form No. 63A addressed to the Offifficer in
Charge, AMC Field Transportation Office set
forth elsewhere in this contract.

(37) Additional inspection require-
ments as set forth M subparagraph (14)
of § 1006.102 (b)

(38) Gratuities as set forth in
§ 406.104-16 of this title.

(39) Examination of records as set
forth in § 406.104-15 -of this title.

(40) The contract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned in this part) and Part 408 of
this title will be used in accordance with
instructions contained in said section
and part. The clauses set forth in
§§ 406.105-5,406.105-7 and 408.106 of this
title will be used where necessary or de-
sirable to cover the subject matter con-
tained in such clauses.

(41) Alterations as set forth in § 406.-
105-1 of this title will be used in accord-
ance with instructions contained in
subparagraph (18) of § 1006.102 (b)

(42) Contractual contents as set forth
in subparagraph (19) of -§ 1006.102 (b).

(43) Approval as set forth in § 406.-

105-2 of this title will be used in ac-
cordance with instructions contained in
subparagraph (20) of § 1006.102 (b)

(d) An open contract is one in which
there is no description other than a gen-
eral classification of the articles or serv-
ices being purchased; there are no prices
(except contracts for the procurement of
fuels and lubricants) there are no
quantities or delivery schedule; funds
are allotted .to the contract; and calls
must be placed prior to the end of the
fiscal year m which the contract is exe-
cuted. Open contracts may be placed on
either a fixed-price or cost-plus-a-fixed-
fee basis.

(e) All open contracts placed on a
fixed-price basis will consist of the fol-
lowing clauses in the following sequence:

(1)-(34) Thirty-four clauses, consist-
ing of clauses as set forth in subpara-
graphs (1),to (22) of § 1006.102 (a) and
clauses as set forth in subparagraphs (1)
to (12) of § 1006.102 (b)

(35) Calls as set forth below,
Calls. (a) The Contractor shall furnish

and deliver to the Government such articles
and supplies, of the types hereinafter set
forth, as the Government may call for here-
under during the pelod commencing on date
of execution of this contract and end on
the date set forth in the schedule hereto.
Quantities of the articles and supplies to be
furnished and the prices and charges there-
for, which prices and charges shall be fair
and equitable, shall be determined as here-
inafter provided.

(b) The articles and supplies to be fur-
nished hereunder shall consist of (here in-
sert appropriate description).

(c) Calls by the Government hereunder
will be made by the Contracting Officer at
Headquarters, Air Mathriel Command, by
written notification to the Contractor. Each
such call shall set forth the particular arti-
cles and supplies to be furnished, the quan-
tities thereof required, the date of delivery
therefor, whether export or domestic packing
is desired, and any special packing instruc-
tions. Immediately upon receipt of each
such call, the Contractor, subject to the
provisions of paragraph (e). and (f) of this
clause, shall proceed to manufacture or place
orders to procure the articles and supplies
in accordance with the delivery schedule
specified in such call even though such
schedule may provide for deliveries beyond
the period provided n this contract for the
making of calls under this paragraph (c).

(d) Within (insert appropriate number)
days after the receipt of any call hereunder,
or such earlier period as may be practicable,
the Contractor shall prepare and deliver to
the Government a firm quotation in response
to such call; such quotation to be prepared
as follows:

(1) Five (5) copies of each list shall be
prepared on paper 8" x 10" odie (1) of
such copies to be carbon-backed on vellum
or other paper in form suitable for repro-
duction by blueprinting or other standard
method

(2) Each list shall be numbered in se-
quence according to the date of issuance
thereof commencing with the number "1'
and shall bear at the top of the first page
and at the foot of each succeeding page
such number and the number of the con-
tract to which it pertains, for example, "Ex-
hibit 1 to Contract No. AF33(600)-0000"

(3) Each list shall contain a listing of the
items on the call or calls covered thereby,
showing item number, nomenclature, unit
nd total price, special packing charges, if
any, delivery schedule, and any other infor-
mation pertinent, but not inconsistent with
the foregoing.

(4) Three (3) copies of the list (one (1)
copy of which shall be reproducible) shall

.carry at the end thereof a certificate man-
ually signed by an officer or other person
authorized to bind the Contractor, with the
corporate seal affixed, stating that the prices
therein represent a firm quotation and that
the prices listed thereon do not exceed appli-
cable ceiling prices. Provisions will also be
made at the end of each such list for the
written approval of the Contracting Officer,
Headquarters, Air Matkrlol Command.

(5) The three (3) copies of the list, after
signature by the Contractor as indicated
above, together with two (2) unsigned copies
thereof, shall be forwarded to the Contract-
ing Officer, Headquarters, Air Mat6rlil Com-
mand. Each such list shall be subject to
the approval of the Contracting Officer, Head-
quarters, Air Materiel Command, and when
so approved and with such changes therein
as may be agreed upon by the Contractor and
the Contracting Officer, the three (3) signed
copies thereof will be signed by the Contract-
ing Officer, and the list will be published as
a numbered exhibit to the contract, one (1)
of 'the three (3) approved copies will be
returned to the Contractor and the Con-
tractor, upon submission of properly certi-
fied invoices accompanied by proper receiving
reports, shall be entitled to be paid, in the
manner set forth in this contract, even
though such exhibit may not have become a
part of this contract until after the close
of the period during which calls may be mado
hereunder. Any dispute regarding any such
list shall be determined in the manner pro-
vid ed in clause 12 hereof.

() If upon receipt of any call under para-
graph (c) of this clause, the Contractor
determines that It will be unable to meet
the delivery schedule therein sot forth, the
Contractor (although it shall at all times
be obligated to make every effort to meet
such delivery schedule) shall immodiately
notify the Contracting Officer, Headquarters,
Air Materiel Command, setting forth the
best possible delivery schedule, and the
parties will thereupon enter into negotia-
tions to correct such situation by modifica-
tion of the terms of such call. Likowlo, if
upon reteipt of any call the Contractor do-
termines that the funds provided by the
contract will be exceeded by compliance with
such call, Contractor shall Immediately
notify the Contracting Officer, Headquarters,
Air Mat6riel Command that no action will be
taken upon such call until additional funds
are made available.

(f) As of the date of execution of thla
contract, there has been allotted for it the
total sum set forth in the Schedule, This
sum may be Increased from time to time by
the Government solely in Its discretion,
Notwithstanding any other provision of this
contract, the Contractor shall not furnish
any articles or supplies pursuant hereto the
aggregate price of which when added to the
aggregate price of all articles and supplies
theretofore furnished pursuant hereto would
exceed said sum. If at any time the Con-
tractor considers it likely that, by reason
oS calls which have been made pursuant
hereto, the aggregate amount sot forth above
may shortly be exceeded, the Contractor will
so notify the Contracting Officer, Head-
quarters, Air Materlel Command, and the
parties may thereupon enter into negotia-
tions for such amendment to or modification
of this contract and/or any call issued here-
under as may be appropriate. Anything In
this contract to the contrary notwithstand-
ing, the .Government shall not be obligated
to pay to the Contractor any amount in
excess of the sum allotted for this contract.

(g) The Contractor shall, at the time of
shipment or prior thereto, assign to each
article or group Of identical articles fur-
nished hereunder, the item number which
appears or is to appear on the exhibit to this
contract in respect to such article or group
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of articles, and shall place shch item number
together with the exhibit designation and
the number of the contract (e. g. "Item
No. 41 of Exhibit No. 6 to Contract No. AFS3
(600)-0000'), on the packing sheet covering
shipment of such article or articles. In the
event of direct shipment of such article or
articles from the plant of the subcontractor
or vendor, the Contractor shall be responsi-
'ble for such item number and exhibit desig-
nation being placed upon the packing sheet
by such subcontractor or vendor.

(36) Delivery as set forth below,

Delivery. (a) Except as otherwise pro-
vided in the next two succeeding sentences
of this paragraph, and except as to aircraft
to be flown away, all the supplies required
to be furnished under this contract shall be
delivered to the Government f. o. b. cars or
carrier's equipment at the plantor plants (or
the point or points nearest thereto that rail
carrier service is available) at which such
supplies are to be finally inspected as set
forth in the schedule and shall be packed In
accordance with the requirements set forth
in said Schedule. If the Contracting Officer
directs in writing that any of the supplies to
be furnished hereunder be shipped by air
such supplies shall be delivered to the Gov-
ernment f. o. b. a flying field designated by
the Contracting Officer for such purpose in
the vicinity of the plant or plants at which
such supplies are to be finally inspected. If
the Contracting Officer directs in writing that
any of the supplies to be furnished hereunder
be shipped other than by rail or air, such
supplies shall be delivered to the Government
f. o. b. the plant or plants at which such sup-
plies are to be finally inspected.

(b) For the purpose of determining the
fulfillment of this contract so far as delivery
dates are concerned, in the event the de-
livery point or points are not the same as the
point or points of destination, the time of
delivery of the supplies shall be calculated
as the date of final Government inspection
ready for shipment to destination as certified
to by the Government representative or. in
the event of acceptance of the articles with-
out inspection, pursuant to the provisions of
clause 37, as the date of delivery to the car-
rier ready for shipment to destination.

(c) In the event shipments are to be made
on Government bills of lading, the Con-
tractor will make application/s therefor on
AMC Form No. 63A addressed to the Officer
in Charge, AMC Field Transportation Office,
set forth elsewhere in this contract6 1

(37) Additional inspection require-
ments as set forth in subparagraph (14)
of § 1006.102 (b)

(38) Gratuities as set forth in § 406.-
104-16 of this title.

(39) Examination of records as set
forth in § 406.104-15 of this title.

(40) The contract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned in this part) and Part 408 of
this title will be used in accordance with
instructions contained in said section
and part. The clauses set forth in
§§ 406.105-5, 406.105-7 and 408.106 of this
title will be used where necessary or de-
sirable to cover the subject matter con-
tamed in such clauses.

(41) Alterations as set forth in § 406.-
105-1 of this title will be used in accord-
ance 'with instructions contained in
subparagraph (18) of § 1006.102 (b).

(42) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b)

(43) Approval as set forth in § 406.-
105-2 of this title will be used in accord-
ance with instructions contained in sub-
paragraph (20) of § 1006.102 (b).
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§ 1006.105 Contracts for $1,000 or less.
Fixed-price supply contracts for $1,000 or
less for definite quantities may be pre-
pared in accordance with the require-
ments of Air Force Regulation 70-15.
or in accordance with the provisions of
§ 1006.102, except that the clauses set
forth in subparagraphs (16) and (17) of
§ 1006.102 (b) will be deleted therefrom.

SUBPART B--COST-PLUS-A-FXED-E
CONTRACTS

§ 1006.201 Scope of subpart. This
subpart sets forth the authorized clauses
for inclusion In cost-plus-a-fixed-fee
contracts.

§ 1006.202 Cost-plus-a-fixed-fee sup-
ply contracts..- (a) All cost-plus-a-fixed-
fee contracts for supplies shall contain
the following clauses in the following
sequence:

(1) Definitions as set forth n § 40G.-
103-1 of this title.

(2) Changes as set forth below-
Changes. The Contracting Officer may, at

any time. by a written .order make changes
in or additions to the drawings and specifica-
tions, issue additional instructions, require
additional work, within the general scope of
the contract, or direct the omission of work
covered by the contract. If such changes
cause a material Increase or decrease in the
amount or character of the work to be done
under this contract, or In the time required
for its performance, an equitable adjustment
of the estimated cost and of the amount of
the fixed fee to be paid to the Contractor
shall be made and the contract shall be
modified in writing accordingly. Any claim
by the Contractor for adjustment under this
clause must be asserted within thirty (30)
days from the date of receipt by the Con-
tractor of the notification of change: pro-
vided, however, that the Contracting OMcer,
If he decides that the facts justify such
action may receive and act upon any &uch
claim asserted at any time prior to final
payment under this contract. Failure to
agree to any adjustment shall be a dispute
concerning a question of fact within the
meaning of the clause of this contract en-
title "Disputes." However, nothing in this
clause shall excuse the Contractor from pro-
ceeding with the contract as changed.

(3) Inspection as set forth below-
Inspection. (a) All material and work-

maship shall be subject to inspection and
test by representative3 of the Government.
For this purpose, the Contractor shall allow
at all times Inspectors and other Government
personnel free access to the plant and opera-
tions and shall furnish such facilities, sup-
plies and services as may be required for this
work. The Contractor shall Inform the In-
spector when materials or parts are ready
for inspection. The Government reprezent-
ative shall have the right to require replace-
ment of parts not In accordance with the
approved drawings, or showing Inferior work-
manship or material, or which n his opinion
are unsuited for the purpose intended or
seriously overweight.

(b) The Contractor shall provide and
maintain an inspection system acceptable to
the Government covering the material, fabrl-
cation methods, and finished parts. Records
of all inspection work by the Contractor shall
be kept complete and available to the Gov-
ernment during the performance of thiz con-
tract and for such longer period as may be
specified elsewhere In this contract.

(c) The inspection and test by the Govern-
ment of any supplies or lots thereof does not
relieve the Contractor from anyresponsiblity
regarding defects or other failures to mect
the contract requirements which may be
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diccovered prior to final acceptance. Not-
withstanding the provisions of the clause
hereof entitled "Guaranty" final acceptance
shall be conclusive except as re&ards latent
defects, fraud, or such gross mistakes as
amount to fraud.

(d) At the option of the Contracting
Ofcer any of said supplies may be accepted
without Government inspection. and In such
event the Contractor promptly after each
delivery without Government inspection,
shall furnlh to the Finance Officer desig-
nated to mate payments under this contract,
and to the Contracting Offlcer, a certificate
reading substantally as follow:

I hereby certify that I did, on the --

day of ..... 1 -h....,19.vi.. hip via _
In accordance with shipping Instructions is-
sued by the Contracting Officer, the supplies
called for by
Contract No. , that such
supplies were in the quantitles and of the
quallty called for, and were in all respects
n accord with the applicable specifications.

(e) Notrithstanding the provisions of the
clause hereof entitled "Guaranty'. or any
provisions of the certificate above referred to,
the liability of the Contractor with respect
to the supplies covered by this contract will.
after inspection by the Government, or after
the expiration of a reasonable time follow-
ing delivery to the Government within which
inspection may be made, whichever occurs
first. be limited (except as to supplies re-
jected upon such In-pection) to liability for
latent defects, fraud or such gross mistales
as amount to fraud.

(4) Reimbur-sement as set forth
below-

Rdfmbu rcment. (a) The Contractor aha
be paid as full compensation for tha per-
formance of thls contract, the fixed fee specl-
fled In the Schedule and the allowable costs
of performance of this contract. The esti-
mated cost of performance is stated in the
Schedule. Sad estimated cost and the fixed
fee are subject to incre--es or decreae3 as
herein provided, but there sall be no ad-
justment in the amount of the fixed fee
becauc of any errors or om ons in comput-
Ing cald estlmated cost, or becauze the esti-
mated cost varies from the actual cost.

(b) Allowable costs will be determined by
the Contracting Officer in accordance with
Part 2 of Sction XV of the Armed Service3
Procurement Regulation, It being understood
that the premium portion of overtime wage
payments shall be allowable hereunder only
if and to the extent that the overtime work
for which such payments are made has been
expre ly authorized by the Contracting Of-
ficer In writing. (Norc: Special cost, If any.
shall be as authorized by ASP Section X7
and shall be stated in the Schedule).

(c) The method of accounting uced by the
Contractor rhall b subject to the approval
of the, Contracting OMcer hut no material
change will b made In Contractor's method
If it conforms to good accounting practice
and if the cost3 are readily ascertainable
thelefrom. So far as practicable, the Con-
tractor shall mintain a complete separate
system of accounts for work under this con-
tract. The Contractor shall prccure mate-
rials and cevcc in the manner most ad-
vantageous to the Government, price and
other factors considered.

(d) The Government will currently reim-
burce the Contractor for such expendltures
made In accordance with this contract as
may be approved or ratified by the Contract-
Ing Officer and upon certification to and
verif catlon by him of the original signed
payrolls for labor, the original paid invoices
for material, or other original papers. In the
event It Is impracticable for the Contractor
to furnish original signed payrolls for labor,
original paid Involcen for materiel or other
orlginal papors, Contractor shal furnish evi-
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dence in a fordi acceptable to the Contract-
ing Officer covering expenditures to be reim-
bursed hereunder. Reimbursement will nor-
mally be made weekly, but may be-made at
other intervals if conditions warrant.

(e) Ninety percent (90%) of the fixed fee
set forth in the Schedule, as said fee may
be increased or decreased from time to time,
shall be paid as It accrues, in monthly in-
stallments based upon percentage of com-
pletion of the work as determined by the
Contracting Officer. Upon completion of the
work and its final acceptance any unpaid
balance of the fee shall be paid to the Con-
tractor.

(f) As of the date of this contract, there
has been allotted for it the sum stated in the
Schedule. This sum may be increased from
time to time by the Government solely in
its discretion. Upon the making of any such
increase, the Contracting Officer shall notify
the Contractor in writing of the amount
thereof.

(g) Notwithstanding any other provisions
of this contract the Contractor shall not be
bound to take any action in connection with
the performance of this contract that would
cause the amount for which the Government
will be obligated hereunder to exceed the
sum allotted for this contract, and the obli-
gation of the Contractor to proceed with the
performance of this contract shall be limited
accordingly. If at any tiine the Contractor
has reason to believe that the amount to be
expenaed by it in the next succeeding S0
days, when added to all previous expendi-
tUres and to the total amount of the Con-
tractor's fixed fee, If any, will exceed 75 per-
cent of the sum allotted for this contract,
it shall notify the Contracting Officer to that
effect, giving a new estimate of its total ex-
penditures under this contract, so that an
appropriate increase may be made in the sum
allotted for this contract. Anything in this
contract to the contrary notwithstanding,
the Government shall not be obligated, to
pay to the Contractor either for reimburse-
ment of expenditures or fixed fee or other-
'wise any amount in excess of the sum
allotted for this contract; provided, how-
ever, that if the Contractor makes any ex-
penditures for which funds are not allotted,
the Contracting Officer may ratify such ex-
penditures when funds are allotted.

(h) Any cost Incurred by the Contractor
under the terms of this contract which
would constitute an allowable item of cost
under the provisions of paragraph (b) -of
this clause shall be Included In determining
the amount payable under this contract,
notwithstanding any provisions contained in
the specifications or other documents, in-
corporated in this contract by reference,
designating services to be performed or ma-
terials to be furnished by the Contractor
at its expense or 'without cost to the
Government.

NoTE: Provisions of the referencq "Part
2 of Section XV of the Armed Services Pro-
curement Regulation" in a foregoing clause
are contained in Subpart B, Part 414 of this
title. Provisions of the reference '"ASPR
Section XV" in a foregoing clause are con-
tained in Part 414 of this title.

(5) Assignment of claims as set forth
in § 406.103-8 of this title.

(6) Delay in performance as set forth
below'

Delay in performance. The Contractor
shall not be liable for, nor shall performance
of work under this contract be terminated
for default by reason of, any delay in per-
formaice of or failure to performthis con-
tract, If such delay or failure arises out of
causes beyond the control and without, the
fault or negligence of the Contractor. Such
causes include, but are not restricted to,
acts of God or of the public enemy, acts of
the Government, fires, foods, epidemics,

quarantine restrictions, strikes, freight em-
bargoes, unusually severe weather, and de-
-faults of subcontractors due to any of such
causes unless the Contracting Officer shall
determine that the supplies or services to be
furnished by the subcontractor were obtain-
able from other sources in sufficient time
to permit the Contractor to meet the re-
quired delivery schedule.

(7) Disputes as set forth in § 406.103-
12 of this title.

(8) Notice and assistance as set forth
m § 408.102 of this title.

(9) Buy American Act as set forth in
§ 406.103-14 of this title.

(10) Convict labor as set forth in
§ 411.203 of this title.

(11) Eight-Hour Law as set forth in
§ 411.303 of this title.

(12) Walsh-Healey Public Contracts
Act -as set forth in § 411.604 of this title.

NOTE: Where desired, the Armed Services
Procurement Regulation clauses concerning
Convict Labor, Eight-Hour Law, and the
Walsh-Healey Act may be joined In one con-
tract, with appropriate language, Indicating
which clause is applicable.

(13) Nondiscrimination in employ-
ment as set forth in § 411.803 of this title.

(14) Officials not to benefit as set forth
in § 406.103-19 of this title.

(15) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(16) Termination as set forth in
§ 407.702 of this title.

(17) Ceiling prices as set forth in
§ 406.103-22 of this title.

(18) Notice to the Government of
labor disputes as set forth in § 406.105-3
of this title.

(19) Notice of shipments as set forth
in § 406.105-4 of this title.

(20) Government property as set forth
in § 412.503 of this title. The foUowng
deviation from Armed Services Procure-
ment Regulation has been approved.
Delete the following phrases in § 412.503
(f) (i) of this title:

clause(s) ---------- of
or of the clause or clauses designated in

the schedule.

(21) Additional provisions concerning
Government property, as set forth below"

Additional provisions concerning Govern-
ment property. (a) Government's option.
The Contracting Officer may at his option
from time to time furnish the Contractor
with materials and/or supplies not readily
available in the open market and which are
required by the Contractor for the perform-
ance of this contract. In such event an
equitable adjustment of the estimated cost
and of the amount of the fixed fee to be
paid to the Contractor shall be made as
provided in the clause hereof entitled
"Changes."

(b) Delivery and disposition. In the event
materials, supplies, equipment or other prop-
erty are furnished by the Government to the
Contractor under this contract, except such
materials and/or supplies furnished under
the terms of paragraph (a) hereof, for in-
•stallation in the products and materials or
other items called for hereunder, or fer use
In connection with the performance of this
contract, said Government property shall be
-delivered to the Contractor f. o. b. cars or
carrier's equipment at the plant or plants of
Contractor, or the point or points nearest
-thereto that rail carrier service is available,
and any of such materials,, supplies, equip-
ment or other property not permanently in-
stalled in the products and materials or other

items called for hereunder, or properly ex-
pended by the Contractor in the performance
of this contract, shall unless otherwise pro-
vided herein, be delivered by the Contractor
to the Government 9. o. b. cars or carrier's
equipment at Contractor's plant or at tile
point or points nearest thereto at which the
shipment can be delivered into carrier's pos-
session, packed for domestic shipment. All
said-shipments shall be made on Govern-
ment bills of lading, but the Contractor shall
make application therefor on AMO Form No.
63A, which application shall be made In the
manner prescribed in the Schedule, In in-
serting descriptions in Government bills of
lading, the Contractor will comply with the
rules and provisions of the freight classi-
fications and tariffs of the carrier or carriers
involved.

(22) Reporting of royalties as sot
forth in § 408.103 of this title.

(23) Subcontracts as set forth below'
Subcontracts. (a) The Contractor shall

give advance notification to the Contracting
Officer of any proposed subcontract or puf-
chase order hereunder which is either (i)
on a cost or coat-plus-a-fixed-fee basis, or
Sii) on a fixed price basis exceeding in dollar
amount; either $25,000 or five per contum of
the total estimated cost of this contract.

(b) No contract shall be made by the Con-
tractor with any other party for furnishing
articles or services to be paid for on a time
and material or labor-hour basis without
the written approval of the Contracting
Officer.

(c) No contract shall be made by the Con-
tractor for furnishing any of the completed
or substantially completed articles, spare
parts. or work herein contracted for without
the written approval of the Contracting Offl-
cer. The Contracting Officer may approve the
Contractot's purchasing system and from
time to time rescind and reinstate such ap-
proval. While such approval is in effect, tho
requirement of approval of the contracts re-
ferred, to in the first sentence of this para-
graph (c) shall be considered waived, but
such waiver shall not extend to nor dispense
with the requirements for approval of the
party with 'whom such contract Is to be
placed.

(d) It Is the policy of the Government as
declared by the Congress to bring about the
greatest utilization of small business con-
cerns which is consistent with efficient
production.

(el The Contractor agrees to accomplish
the maximum amount of subcontracting to
small business concerns that the Contractor
finds to be consistent with the efficient per-
formance of this contract.

(f) The cost-plus-a-percentage-of-cost
system of contracting shall not be -used by
the Contractor.

(24) Reproduction rights as set forth
in subparagraph (7) of § 1006.102 (b)

(25) Inspection and audit of books as
set forth below.

Books and records. (a) The Contractor
agrees that Its books and records and Its
plant, or such parts thereof as may be en-
gaged in the performance of this contract,
phall at all reasonable times be subject to
inspection and audit by any authorized
representative of the Department.

(b) Unless otherwise provided in this con-
tract or by applicable statute, the Contractor
shall, for a period of five years after final
payment hereunder, preserve and make
available its books, records, documents and
other evidence bearing on Its costs and ex-
penses under this contract, including rec-
ords, documenta and other evidence in
respect of any teminatlon hereunder.

(c) The Contractor shall cause provisions
similar to paragraphs (a) and (b) above, to
be included in all subcontracts hereunder.
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(d) All information obtained from the
Contractor's records -shall be treated as
confidential.

(26) Employment of aliens as set
forth in § 406.104-3 of this title.

To permit this clause to be embodied in
the printed text, the following words may be
inserted preceding the language of said
clause: "If this contract calls for furnishing
or constructing aircraft: aircraft parts or
aeronautical accessories; * * * "

(27) Shipping requirements as set
forth below:

Shipping requirements-(a) F. o. b. cars or
carrier's equipment. Whenever it is provided
herein, the articles, supplies, materials or
other items called for under this contract
shall be delivered to the Government f. o. b.
cars or carrier's equipment at the plant or
plants of Contractor, or the point or points
nearest thereto that rail carrier service is
available, any shipment occupying sufficient
space in a railroad car to constitute a carload
shipment subject to carload freight rates
shall, by the Contractor, be properly and ade-
quately loaded in freight cars at a railroad
siding at, or nearest to, Contractor's plant,
and any shipment subject to less-than-car-
load freight rates shall, by the Contractor, be
delivered into the carrier's possession at the
Contractor's plant, or at the point or points
nearest thereto at which delivery can be
effected.

(b) Shipping instructions. If .not other-
wise provided herein, names of consignees of
all prodticts and materials or other items to
be delivered by the Contractor hereunder
will be furnished to the Contractor in writing
by the Contracting Officer at a later date.

(28) Military security requirements as
set forth in § 406.104-12 of this title.

(29) Neutrality Act of 1939 as set forth
in § 406.104-4 of this title.

(30) Guaranty as set forth below:

Guaranty. (a) The Contractor guarantees
that all work called for herein shall meet
and comply with the pertinent specifications,
including performance of any and all articles
called for under the terms hereof, that the
work shall be executed in the best and most
workmanlike manner, by qualified, careful
and efficient workers, and that the materials
shall be of the best quality of their re-
spective kinds unless otherwise authorized by
the Contracting Officer.
(b) If the Contracting Officer requires that

the Contractor submit for prior approval
samples of materials proposed for use in the
work covered by this contract, the Contrac-
tor shall make no commitments for such
materials until the submitted sample has
been approved by the Contracting Officer.

(c) At the election of the Government,
work called for hereunder which does not
conform to the requirements of this contract
may be accepted notwithstanding such fail-
ure to conform to this contract or to the
specifications and guarantees, but in such
event an appropriate reduction may be made
in the fee. If any dispute shall arise con-
cerning a proposed reduction in the fee the
same shall be regarded as a dispute concern-
ing a question of fact within the mean-
ing of the clause of this contract entitled
"Disputes".

NoTz: For preferred alternative Guaranty
clause, see § 1006.1303.

(31) Insurance as set forth below:

Insurance. (a) Notwithstanding the pro-
visions of Part 2 of Section XV of the Armed
Services Procurement Regulations, the Gov-
ernment's obligation to reimburse the Con-
tractor for the cost of bonds, insurance and
any pension or retirement plan, incurred in
connection with performance of the con-
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tract, shall be limited to the cost of such
bonds, insurance, pension or retirement plan
as approved by the Contracting Officer. In
addition to the allowance of such costs, the
Contractor shall also be allowed costs and
expenses incurred in the defense and/or
discharge of such claims of others on account
of death or bodily injury of persons or loss
or destruction of or damage to property as
may arise out of or in connection with the
performance of the work under this contract;
provided, that such reimbursement shall not
include any amount for which the Contractor
is indemnified or compensated by insurance
or otherwise, or any amount for which it
would have been so indemnified or compen-
sated except for the failure of the Contrac-
tor to procure or maintain bonds or insur-
ance in accordance with the requirement of
the Contracting Officer. The foregoing shall
not restrict the right of the Contractor to
be reimbursed for the reasonable cost of
necessary insurance covering the Contrac-
tor's property or property for which the
Contractor is responsible to someone other
than the Government and which is used or
to be used in the performance of this
contract.

I (b) In addition to the Contractor's regu-
lar insurance program which may be ap-
proved pursuant to paragraph (a) hereof
the Contractor agrees to procure and there-
after maintain such additional bonds, in-
surance, pension or retirement plans, in such
forms and in such amounts and for such
periods of time as the Contracting Officer
may require in writing and the Contractor
shall be reimbursed for the cost thereof.

(c) The Contractor shall give the Con-
tracting Officer or his representative immedi-
ate notice in writing of any suit or action
filed against the Contractor arising out of the
performance of this contract and of any claim
against the Contractor, the cost and ex-
pense of which are reimbursable under the
provisions of paragraph (a) hereof and the
risk of which is the uninsured or in which
the amount claimed exceeds the amount of
insurance coverage. The Contractor shall
furnish immediately to the Contracting Of-
ficer copies of pertinent papers received by
the Contractor. Insofar as the following
shall not conflict with any policy or contract
of insurance and, upon request of the Con-
tracting Officer, the Contractor shall do any
and all things to effect an assignment and
subrogation in favor of the Government of
all Contractor's rights and claims, except
against the Government, arising from or
growing out of such asserted claims, and if
required by the Contracting Officer, shall
authorize representatives of the Government
to settle and/or defend any such claim and
to represent 6r take charge of any such litiga-
tion affecting the Contractor.

(32) Additional provisions to be in-
serted in cost-plus-a-fixed-fee subcon-
tracts, as set forth below:

Additional provisions to be inserted in
cost-plus-a-fixed-fee subcontracts. (a) The
Contractor will include in each cost-plus-a-
fixed-fee subcontract made under this con-
tract a provision as follows:

(1) The title to all work under this sub-
contract, completed or in the course of man-
ufacture or assembly in the subcontractor's
plant, shall be in the Government. Upon
delivery thereof to the subcontractor at any
point within the continental limits of the
United States or any place approved by the
Contractor, title to all purchased materials,
parts, assemblies, subassemblies, tools, ma-
chinery, equipment and supplies, for which
the subcontractor shall be entitled to be
reimbursed hereunder, shall vest in the
Government.

(2) The subcontractor shall not be -eim-
bursed for the cost of any insurance on any
property of the Government.

(3) As used herein the term "Gover -
ment" shall be deemed to mean the United
States of America.

(b) The Contractor will, if so requested
by the Contracting Officer, include in any
particular cost-plus-a-fixed-fee subcontract,
a provision as follows:'

The subcontractor shall procure and there-
after maintain the following insurance:

(here shall be inserted the types, amounts
and limits of insurance, as specified in writ-
ing by the Contracting Officer). The cost
of such insurance and losses or expenses (in-
cluding settlements made with the written
consent of the Contracting Officer who exe-
cuted the principal contract or his duly au-
thorized successor or representative) not
compensated by insurance or otherwise and
found and certified 'by the Contractor and
said Contracting Officer or his duly author-
ized successor or representative to be just
and reasonable, actually sustained by the
subcontractor in the defense and/or dis-
charge of such claims of others on account of
death or bodily injury of persons or loss or
destruction of or damage to property as may
arise out of or in connection with the per-
formance of the work under this subcon-
tract shall be allowable items of cost here-
under; provided that such reimbursement
shall not include any amount for which the
subcontractor would have been indemnified
or compensated except for the failure of the
subcontractor to procure or maintain insur-
ance in accordance with the requirements of
this subbontract. The subcontractor shall
give the Contractor immediate notice in writ-
ing of any suit or action filed against the
subcontractor, arising out of the performance
of this subcontract and of any claims against
the subcontractor, the cost and expense of
which is reimbursable under the provisions
of this subcontract pertinent to allowable
items of cost, and the risk of which is then
uninsured or in which the amount claimed
exceeds the amount of insurance coverage.
The subcontractor shall furnish immediately
to the Contractor copies of all pertinent
papers received by the subcontractor. Inso-
far as the following shall not conflict with
any policy or contract of insurance, and upon
request of the Contractor, the subcontractor
shall do any and all things to effect an as-
signment and subrogation in favor of the
Contractor or its nominee' of all subcon-
tractor's rights and claims, except rights and
claims of the subcontractor against the Con-
tractor or such nominee, arising from or
growing out of such asserted claim, and if
required by the Contractor, shall authorize
representatives of the Contractor or of its
nominee to settle and/or defend any such
claim and to represent the subcontractor in
or take charge of any such litigation. Every
policy for the insurance referred to in this
paragraph shall contain an indorsement or
other recital excluding by appropriate lan-
guage any claim on the part of the insurer
or obligor to be subrogated, on payment of
a loss or otherwise, to any claim against the
Contractor or the Government; provided,
however, that the Contracting Officer, in
writing, may approve such bonds or insur-
ance policies without any such indorsement
or other recital.

(c) Whenever a provision as set forth in
paragraph (b) of this clause is inserted in
any subcontract, then the Contractor will
forthwith transmit to the Contracting Officer
all notices and copies of papers received by
it from the subcontractor, will make the Gov-
ernment its nominee for all assignments and
subrogations received by it from the subcon-
tractor thereunder and, if required by the
Contracting Officer, will do everything in its
power to have representatives of the Govern-
ment authorized to settle and/or defend the
claims therein referred to and to represent

4803



RULES AND REGULATIONS

the subcontractor in or to take charge of the
litigation therein referred to.

(33) Release provisions, as set forth
below-

Release provisions. (a) Prior to final pay-
ment and as a condition thereof, the Con-
tractor shall furnish the Government with a
release of all claims against the Government
arising under and by virtue 'of this contract,
other than (i) such claims, if any, as may be,
specifically excepted by the Contractor from
the operation of the release in stated amounts
to be set forth therein, or in estimated
amounts where the amounts are not sus-
ceptible of exact statement, and (ii) any
claim based upon responsibility of the Corl-
tractor to third parties arising out of the
performance of tins contract not known to
the Contractor at the time of furnishing the
release.

(b) Even though the existence or amount
thereof shall not be determined until after
the furnishing of such release as is described
next above, reimbursement' to be made for
payments made by the ContraCtor shall in-
clude, along with wages and salaries other-,
wise reimbursable, all additional amounts
determined (either by approval of the Con-
tracting Officer or by litigation as hereinafter
provided) to be due and payable for overtime
compensation and allowances under local,
State or Federal laws in connection with
such wages and salaries.

(c) The Contractor shall promptly notify
the Contracting Officer of any claims of the
type described in paragraph (a) (ii) above.
which are asserted subsequent to the execu-
tion of the release.

(d) In the event the Contracting Officer
shall determine that the best interests of
the Government required that the Contractor
initiate or defend litigation in connection
with claims of third parties arising out of the
performance of this contract, the Contractor
will proceed with such litigation in good
faith and the costs and expenses of such
litigation, including judgments and court
costs, allowances rendered or awarded in con-
nection with suits for wages, overtime or
salaries, and reasonable attorneys' fees for
private counsel, shall be reimbursable under
this contract. The term "litigation" shall
include suits at law or in equity and pro-
ceedings before any Governmental agency
having jurisdiction over the claim.

(34) Gratuities as set forth in § 406.
104-16 of this title.

(35) Examination of records as set
forth in § 406.10-15 of this title.

(36) The Contract clauses as set forth-
in § 406.104 of this title (not otherwise
mentioned in this part and Part 408 of
this title will be used in accordance with-
Instructions contained in said section
and part. The clauses set forth in
§§ 406.105-5, 406.105-7 and 408.106 of
this title will be used where necessary or
desirable to cover the subject matter
Contained in such clauses.

(37) Alterations as set forth in § 406.-
105-1 of this title will be used in accord-
ance with instructions contained in sub-
Paragraph (18) of § 1006.102 (b)

(38) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b)

(39) Approval as set' forth in § 406.-
105-2 of this title will be used in accord-
ance with instructions contained in sub-
paragraph (20) of § 1006.102 (b)

§ 1006.203 Cost-plus-a-ifxed-jee serw.
2ce contracts. (a) All cost-plus-a-fixed
fee contracts for services shall contain
the following clauses in the following
sequence:

(1) Definitions as set forth in § 406.-
103-1 of this title.

(2) Changes as set forth in subpara-
*graph (2) of § 1006.202 (a)

(3) Inspection as set forth below,
Inspection. All material and workman-

ship shall be subject to inspection and test
by representatives of the Government. For
this purpose, the Contractor shall allow
at all times inspectors and other Govern-
ment personnel free 9ccess to the plant and
operations and shall furnish such facilities,
supplies and services as may be required for
this work.

(4) Reimbursement as set forth in
subparagraph (4) of § 1006.202 (a)

(5) Assignment. of claims as set forth
in § 406.103-8 of this title.

(6) Delay in performance as set forth
in subparagraph (6) of § 1006.202 (a)

(7) Disputes as set forth in § 406.103-
12 of this title.

(8) Notice and assistance as set forth
in § 408.102 of this title.

(9) Convict labor as set forth in
§ 411.203 of this title.

(10) Eight-hour law as set forth in
§ 411.303 of this title.

(11) Nondiscrimination in employ-
ment as set forth in § 411.803 of this title.

(12) Officials not to benefit as set forth
in § 406.103-19 of this.title.

(13) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(14) Termination as set forth in sub-
paragraph (16) of § 1006.202 (a) except
that paragraph (e) (1) (iv) (B) of
§ 407.702 of this title is deleted and the
following substituted therefor:
• (B) In the event of the termination of

this contract for the default of the Contrac-
tor, the total fixed fee payable shall be such
proportionate part of the fee (or, if this
contract caUs for services and/or articles of
different types, of such'part of the fee as is
reasonably allocable to the type of service
and/or article under consideration) as the
total number of services-nd/or articles de-
livered to and accepted by the Government
bears to the total number of services and/or
articles of a like kind called for by this
contract.

If the amount determined under this sub-
paragraph is less than the total payment of
the fixed fee theretofore made to the Con-
tractor, the Contractor shall repay to the
Government the excess amouxkt.

(15) Notice to the Government of labor
disputes as set forth in § 406.105-3 of this
title.

(16) Reporting of royalties as set forth
in § 408.103 of this title.

(17) Subcontracts as set forth in sub-
paragraph (23) of § 1006.202 (a)

(18) Reproduction rights as set forth
in subparagraph (7) of § 1006.102 (b)

(19) Inspection and audit of books
as set forth in subparagraph (25) of
§ 1006.202 (,

(20) Employment of aliens as set
forth in § 406.104-3 of this title and sub-
paragraph (26) of § 1006.202 (a)

(21) Government property as set forth
in § 412.503 of this title and subpara-
graph (20) of § 1006.202 (a).

(22) Additional provision concerning
Government property as set forth in sub-
Paragraph (21) of § 1006.202 (a)

(23) Guaranty as set forth in subpara-
graph (30) of § 1006.202 (a) except that
paragraph (b) of the guaranty as cited
In, this subparagraph will be deleted.

(24) Insurance as set forth in sub-
paragraph (31) of § 1006.202 (a)

(25) Release provisions as set forth in
subparagraph (33) of § 1006,202 (a)

(26) Gratuities as-set forth in § 406.-
104-16 of this title.

(27) Examination of records as sot
forth in § 406.104-15 of this title.

(28) The contract clauses as sot forth
In § 406.104 of this title (not otherwise
mentioned In this part and Part 408 of
this title will be used in accordance with
instructions contained in said section
and part. The clauses sot forth In
§§ 406.105-5,e406,105-7, and' 408.100 of
this title will be used where necessary or
desirable to cover the subJect matter
contained In such clauses,

(29) Ceiling prices as got forth in
§ 406.103-22 of this title.

(30) Alterations as set forth in
§ 406.105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of § 1006.102 (b),

(31) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b),

(32) Approval as set forth in
§ 406.105-2 of this title will be used in
accordance with Instructions contained
in subparagraph (20) of § 1006.102 (b)

§ 1006.204 Cost-phts-a-flxed-fco open
contracts. (a) All open contracts (soo
§ 1006.104 (d)) placed on a cost7plus-aJ
fixed-fee basis will consist of the follow-
ing clauses In the following sequence:

(1) Definition& as sot forth in
§ 406.103-1 of this title.

(2) Changes as set forth in subpara-
graph (9) of § 1006.202 (a)

(3) Inspection as set forth in clause 3,
§ 1006.202 (9)

(4) Reimbursement as sot forth be-
low-

Reimbursement, (a) The Contractor shall
be paid as full compensation for the per-
formance of any call under this contract,
a fixed fee specified In the Schedule and the
allowable costs of performance of any of
such calls. The estimated cost of perform-
ance Is set forth in each 33hibit approved
attached to and made a part of this con-
tract as provided in the clause hereof on-
titled "Calls" Said estimated costs and
fixed fee are subject to increases or do-
creases as herein provided, but there shall
be no adjustment In the amotunt of fixed
fee because of any errors or omissions In
computing said estimated cost, or beoauso
the estimated cost varies from the actual
cost.

(b) Allowable costs will be determined by
the Contracting Officer In accordance with
Pat 2 of Section XV of the Armed Services
Prdcurement Regulation, it being underntood
that the premium portion of overtime wage
payments shall be allowable hereunder only
if and to the extent that the overtime worlk
for which such payments are made has been
expressly authorized by the Contracting
Officer in writing.

NoTE: Special costs, if any, will be as
authorized by Part 414 of this title, and will
be stated in the Schedule. Provisions of the
reference "Part 2 of Section XV of tile Armed
Services Procurement Regulation" In the
foregoing clause are contained In Part 414 of
this title.

(e) The method of accounting used by the
Contractor shall be subject to the approval
of the Contracting Officer, but no material
change will be made In Contractor's method
if it conforms to good accounting practice
and if the costs are readily ascertainable,
therefrom. So far as practicable, the Coil.

/
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tractor shall maintain a complete separate
system of accounts for work under this con-
tract. The Contractor shall procure materials
and services in the manner most advanta-
geous to the Government, price and other
factors considered.

(d) The Government will currently reim-
burse the Contractor for such expenditures
made in accordance with this contract as
may be approved or ratified by the Contract-
ing Officer and upon certification to and veri-
fication by him of the original signed pay-
rolls for labor, the original paid invoices for
material, or other original papers. In the
event it is impracticable for the Contractor
to furnish original signed payrolls for labor,
original paid invoices for material or other
original papers, Contractor shall furnish evi-
dence in a form acceptable to the Contract-
ing Officer covering expenditures to be re-
imbursed hereunder. Reimbursement will
normally be made weekly, but may be made
at other intervals if conditions so warrant.

(e) Ninety percent (90%) of the fixed fee
set forth in the Schedule, as said fee may
be increased or decreased from time to time,
shall be paid 'as it accrues, in monthly in-
stallments based upon percentage of com-
pletion of the work on each call as de-
termined by the Contracting Officer. Upon
completion of the work on each call and its
final acceptance any unpaid balance of the
fee shall be paid to the Contractor.

(f) As of the date of this contract, there
has been allotted for it the sum stated in the
Schedule. This sum may be increased from
time to time by the Government solely in its
discretion. Upon the making of any such
increase, the Contracting Officer shall notify
the Contractor in writing of the amount
thereof.

(g) Notwithstanding any other provision
of this contract, the Contractor shall not be
obligated to furnish any articles or supplies
pursuant hereto the aggregate estimated cost
and fixed fee of which, when added to the
aggregate estimated cost and fixed fee of all
articles and supplies theretofore furnished
pursuant hereto, would exceed said sum. If
at any time the Contractor considers it likely
that, by reason of calls which have been
made, of which it anticipates will be made
pursuant hereto, the sum allotted may short-
ly be exceeded, the Contractor will so notify
the Contracting Officer and the parties may
thereupon enter into negotiations for such
amendment to or modification of this con-
tract and/or any call issued hereunder, as
may be appropriate. Anything in this con-
tract to the contrary notwithstanding, the
Government shall not be obligated to pay to
the Contractor any amount in excess of the
sum allotted for this contract.

(h) Any cost incurred by the Contractor
under the terms of this contract which would
constitute an allowable item of cost under
the provisions of paragraph (b) of this
clause shall be included in determining the
amount payable under this contract, not-
withstanding any proviqions contained in the
specifications or other documents, incorpo-
rated in this contract by reference, designat-
tog services to be performed or materials to
be furnished by the Contractor at its expense
or without cost to the Government.

(5) Assignment of claims as set forth
in § 406.103-8 of this title.

(6) Delay in performance as set forth
in subparagraph (6) of § 1006.202 (a).

(7) Disputes as set forth in § 406.103-
12 of this title.

(8) Notice and assistance as set forth
in § 408.102 of this title.

(9) Buy American Act as set forth in
§ 406.103-14 of this title.

(10) Convict labor as set forth in
§ 411.203 of this title.

(11) Eight-Hour Law as set forth in
§ 411.303 of this title.

(12) Walsh-Healey Public Contracts
Act as set forth in § 411.604 of this title.

(13) Nondiscrimination in employ-
ment as set forth in § 411.803 of this title.

(14) Officials not to benefit as set
forth in § 406.103-19 of this title.

(15) Termination as set forth in sub-
paragraph (16) of § 1006.202 (a).

(16) Calls as set forth below:

Calls. (a) The Contractor shall furnish
and deliver to the Government such articles
and supplies, of the types hereinafter %et
forth, as the Government may hereafter make
calls for hereunder, during -the period com-
mencing on the date of execution hereof, and
expiring on the date set forthin the Sched-
ule. Quantities of the articles and supplies
to be furnished hereunder and the estimated
cost and fixed fee therefore, whicl estimated
cost and fixed fee shall be fair and equitable,
shall be determined as hereinafter provided.

(b) The articles and supplies to be fur-
nished hereunder shall consist of (here insert
appropriate description).
(c) Prior to requesting the Contractor to

perform work hereunder, the Contracting
Officer shall inform the Contractor in rea-
sonable detail of the supplies required and
shall request the Contractor to submit, for
the approval of the Contracting Officer, a
written "estimate" quoting an estimated
unit cost, an estimated total cost and a
fixed fee, not to exceed the percentage set
forth in the Schedule, on each item, which
estimate shall in any event be submitted
prior to a call for the said supplies. Calls
by the Government hereunder will be made
by the Contracting Officer by notification to
the Contractor, which notification may either
be written, oral, telegraph, teletype or any
other appropriate means of communication,
but if not signed by the Contracting Officer
shall be confirmed as soon as possible after
the issuance thereof by written notice signed
by the Contracting Officer. Each such call
shall set forth the particular articles and
supplies to be furnished, the quantities
thereof required and the date of delivery
required therefor. Immediately upon re-
ceipt of each such call, however received, the
Contractor, subject to the provisions of
paragraphs (d) of this clause and (g) of
the clause hereof entitled "Reimbursement",
shall proceed to manufacture or place orders
for the procurement of the articles and sup-
plies set forth therein and shall deliver such
articles and supplies within the time speci-
fied even though such times of delivery may
extend beyond the period provided in this
contract for the making of calls under this
paragraph.

(d) If, upon receipt of any call under
paragraph (c) of this clause, the Contractor
determines that it will be unable to meet
the delivery schedule therein set forth, or
that the meeting of such delivery schedule
therein set forth, or that the meeting of such.
delivery schedule will necessitate the acqui-
sition by the Contractor of additional facili-
ties, or will result in interference with the
contractor% production on its other orders
and contracts with the Government, the
Contractor (although it shall, at all times,
be obligated to make every effort to meet
such delivery schedule without interference
with such other production) shall notify the
contracting officer thereof as soon as possible
after receipt of each such call. The parties
will thereupon enter into negotiations to
correct such situation either by modification
of the terms of such call, or, if appropriate,
by taking steps for the acquisition of such
additional facilities as may be required, or
otherwise may be agreed upon by them. If
the reason assigned by the Contractor for
the giving of any such notice shall be that
additional facilities are required, or that
interference with other orders and contracts
with the Government will result, the con-
tractor, pending a conclusion of such nego-

tiations satisfactory to both parties shall,
nevertheless, bp obligated to manufacture or
place orders for the procurement of so much
of the articles and supplies specified in such
call as to which additional facilities are not
required, or the furnishing of which will not
interfere with the contractor's other orders
and contracts with the Government, and to
deliver the same within the time specified in
such call.

(17) Notice to the Government of la-
bor disputes as set forth in § 406.105-3
of this title. -

(18) Notice of shipments as set forth
in § 406.105-4 of this title.

('19) Government property as set
forth in § 412.503 of this title and sub-
paragraph (20) of § 1006.202 (a).

(20) Additional provisions concern-
ing Government property as set forth
in subparagraph (21) of § 1006.202 (a).

(21) Reporting of royalties as set
forth in § 408.103 of this title.

(22) Subcontracts as set Zorth in
subparagraph (23) of § 1006.202 (a).

(23) Reproduction rights as set forth
in subparagraph (7) of § 1006.102 (b).

(24) Inspection and audit of books as
set forth in subparagraph (25) of
§ 1006.202 (a).

(25) Employment of aliens as set
forth in § 406.104-3 of this title and
subparagraph (26) of § 1006.202 (a).

(26) Shipping requirements as set
forth in subparagraph (27) of § 1006.-
202 (a).

(27) Military security requirements
as set forth in § 406.104-12 of this title.

(28) Neutrality Act of 1939 as set
forth in § 406.104-4 of this title.

(29) Guaranty as set forth in sub-
paragraph (30) of § 1006.202 (a).

(30) Insurance as set forth in sub-
paragraph (31) of § 1006.202 (a).

(31) Additional provisions to be in-
serted in cost-plus-a-fixed-fee subcon-
tracts as set forth in subparagraph (32)
of § 1006.202 (a).

(32) Release provisions as set forth in
subparagraph (33) of § 1006.202 (a).

(33) Gratuities as set forth in
§ 406.104-16 of this title.

(34) Examination of records as set
forth in § 406.104-15 of this title.

(35) Ceiling prices as set forth in
§ 406.103-22 of this title.

(36) The contract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned in this part) and Part 408 of
this title will be used -in accordance with
instructions contained in said section
and part. The clauses set forth in
§§ 406.105-5, 406.105-7 and 408.106 of
this title will be used where necessary or
desirable to cover the subject matter
contained in such clauses.

(37) Alterations as set forth in
§ 406.105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of § 1006.102 (b).

(38) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b).

(39) Approval- as set forth in
§ 406.105-2 of this title will be used in
accordance with instructions contained
in subparagraph (20) of § 1006.102 (b).

SUBPART C-FIXED-PRICE CONTRACTS FOR
RESEARCH AND DEVELOPMENT

§ 1006.301 General. Pending issu-
ance of Subpart C of Part 406 of this
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title (Armed Services Procurement Reg-
ulation) all fixed-price contracts for re-
search and development will be in the
form and contain the clauses set forth
in § 1006.402.

SUBPART D-FIXED-PRICE SEkVICE CONTRACTS

§ 1006.401 Scope of subpart. This
subpart sets forth the required and au-
thorized clauses for use in fixed-price
contracts for services.

§ 1006.402 Nonpersonal serte con-
tracts. (a) All fixed-price contracts for
nonpersonal services will consist of the
following clauses in the following se-
quence

(1) Definitions as set forth in
§ 406.103-1 of this title.

(2) Changes as set forth below,
Changes. The Contracting Officer may, at

any time, by a written order, issue additional
instruction, require changed, modified or ad-
ditional work and services or direct the omis-
sion of work and services covered by this
contract. If such changes cause a material
increase or decrease in the amount or char-
acter of the work to be performed under this
contract, orlin the time required for its per-
formance; an equitable adjustment of the
fixed price to be paid to the Contractor shall
be made and the contract shall be modified
in writing accordingly. Any claim by the
Contractor for adjustment under this clause
must be asserted within 90 days-from the
date of receipt by the Contractor of the
notification of change: Provided,, however,
That the Contracting Officer, if he decides
that the facts justify such action, may re-
ceive and act upon any such claim asserted
at any time prior to final payment undcer
this contract. Failure to agree to any ad-
justment shall be a dispute concerning a
question of the fact within the meaning of
the clause of this contract entitled "Dis-
putes" However, nothing in this clause shall
excuse the Contractor from proceeding with
the contract as changed.

(3) Inspection as set forth in sub-
paragraph (3) of § 1006.203 (a)

(4) Payments as set forth m § 406.-
103-7 of this title.

(5) Assignment of claims as set forth
in § 406.103-8 of this title.

(6) Taxes as set forth in § 411.401 of
this title. The additional subparagraph
set forth in subparagraph (10) of § 1006.-
102 (a) may be included in said clause.

(7) Default as set forth in § 406.103-11
of this title.

(8) Disputes as set forth in § 406.-
103-12 of this title.

(9) Notice and assistance as set forth
in § 408.102 of this title.

(10) Buy American Actas set forth in
§ 406.103-14 of this title.

(11) Convict labor as set forth in
§ 411.203 of this title.

(12) Eight-Hour Law as set forth in
§ 411.303 of this title.

(13) Nondiscrimination in employ-
ment as set forth in § 411.803 of this title.

(14) Officials not to benefit as set
forth in § 406.103-19 of this title.

(15) Covenants against contingent
fees as set forth in § 406.103-20 of this
title.

(16) Termination for the convemence
of the Government as set forth below'

Termination for the convenience of the
Government. (a) The performance of work
under this contract may be terminated by
the Government in Accordance with this

clause in whole, or from time to time in part
whenever the Contracting Officer shall'deter-
mine that such termination is the best in-
terest of the Government. Any such termi-
nation shall be effected by delivery to the
Contractor of a Notice of Termination speci-
fying the-extent to which the performance
of work under this contract is terminated,
and the date upon which such termination
becomes effective.

(b) After receipt of a Notice of Termina-
tion, and except as otherwise directed by the
Contracting Officer, the Contractor shall (1)
stop work under the contract on the date
and to the extent specified in the Notice of
Termination; (2) place no further orders or
subcontracts for materials, services or fa-
cilitles except-as may be necessary for com-
pletion of such portion of the work under
this contract as is not terminated; (3) termi-
nate all orders and subcontracts to the ex-
tent that they relate to the performance of
work terminated by the Notice of Termina-
tion; (4) assign to the Government, in the
manner and to the extent directed by the
Contracting Officer, all of the right, title and
interest of the Contractor under the orders
or subcontracts so terminated; (5) settle all
outstanding liabilities and all claliis arising
out of such termination of orders and sub-
contracts with the approval or ratification of
the Contracting Officer, to the extent he may
require, which approval or ratification shall
be final for all the purposes of this clause;
(6) transfer title (to the extent that title has
not already been transferred) and, in the
manner, to the extent and at the times di-
rected by the Contracting Officer, deliver to
the Government (1) the fabricated or unfab-
ricated parts, work in process, compteted,
work, supplies, and other material produced
as a part of, or acquired in respect of the
performance of, the work terminated by the
Notice of Termination, and (if) the com-
pleted or partially completed plans, drawings,
information and other property which, If this
contract had not been terminated, would be
required to be furnished to the Government;
(7) use his best efforts to sell in the manner,
at the times, to the extent, and at'the price
or prices directed or authorized by the Con-
tracting Officer, any property of the types
referred to in provision (6) of this para-
graph; provided, however, that the Con-
tractor (i) shall not be required to extend-
credit to any purchaser, and (11) may retain
any such property at a price or prices ap-
proved by the Contracting Officer and pro-
vided further, that the proceeds of any such
transfer or disposition shall be applied in
reduction of any payments to be made by
the Government to the Contractor under this
contract or shall otherwise be credited to the
price or cost of work covered by this contract
or paid in such other nanner as the Con-
tracting Officer may direct; (8) complete per-
formance of such part of the work as shall
not have been terminated by the Notice of
Termination; and (9) take such action as
may be necessary, or as the Contracting Of-
ficer may direct, for theprotection and pres-
ervation of the property related to this con-
tract, which is in possession of the Con-
-tractor and in which the Government has or
may acquire an interest. At any time after
expiration of the plant clearance period, as
defined in Section VIII, Armed Services Pro-
curement Regulation, as it may be amended
from time to time, the Contractor may sub-
mit to the Contracting Officer a list, cer-
tified as to quantity and quality, of any or
all items of termination inventory not pre-
viously disposed of, exclusive of items the
disposition of which has been directed or au-
thorized by the Contracting Officer, and may
request thq Government to- remove such
items or enter into a storage agreement cov-
ering them. Not later than fifteen (15) days
thereafter, the Government will accept title
to such items and remove them or enter into
a storage agreement covering the same pro-

vided that the list submitted shall be sub.
ject to verification by the Contracting Of-
ficer upon removal of the items, or if tho
items are stored, within forty-five (45) days
from the date of submission of the list and
any necessary adjustment to correct the list

,as submitted shall be made prior to final
settlement.

(c) After receipt of a Notice of Termina-
tion the Contractor shal submit to the
Contracting Offlcer its termination claim in
the form and with the certification pre-
scribed ,by the Contracting Officer. Such
claim shall be submitted promptly but in
no event later than two years from the ef-
fective date of termination, unless dho or
more extensions in writing are granted by
the Contracting Officer upon request of the
Contractor made in writing within such two-
year period or authorized extension there-
of. Upon failure of the Contractor to sub-
mit a termination claim within the time
allowed, the Contracting OfWicer shall de-
termine, on the basis of Information avail-
able to him, the hmount, If any, duo to the
Contractor by reason of the termination.

(d) Subject to the provisions of para-
graph (c) above, the Contractor and the
Contracting Officer may agree upon the
whole or any part of the dmount or amounts
to be paid to the Contractor by reason of the
total or partial terminatiod of work pur-
suant to this clause, which amount or
amounts may include a reasonable aliow-
ance for profit on work done. The contract
shall be amended accordingly and the Con-
tractor shall be paid the agreed amount,
Nothing in paragraph (o) of this clause,
prescribing the amount to be paid to the
Contractor in the event Of failure of the
Contractor and the -Contracting Officer to
agree upon the whole amount to be paid to
the Contractor by reason of the termination
of work pursuant to this clause, shall be
deemed to limit, restrict, or otherwise doter-
mine or affect the amount or amounts which
may be agreed upon to be paid to the Con-
tractor pursuant to this paragraph (d).

(e) In the event of the failure of the Con-
tractor and the Contracting Officer to agree
in whole or in part, as provided In paragraph
(d) above, as to the amount or amounts tfo
paid to the Contractor in connection with the
termination of work pursuant to tlbii ehtuso,
the Contracting Officer, but without dupli-
cation of any amounts agreed upon In
accordance with paragraph (d) above, shall
determine on the basis of information avail-
able to him, the amount, If any, duo to the
Contractor by reason of the termination,

(f) The Contractor shall have the rlght of
appeal, under the clause entitled "Disputes",
from any determination of the amount duo
to the Contractor made by the Contracting
Officer under paragraphs (c) or (e) above,
except that if the Contractor has failed to
submit a claim within the time provided in
paragraph (c) above, and has failed to re-
quest extension of such time, the Contractor
shall have no such right of appejil. In any
case where the Contracting Offcer has made
a determination of the amount dup under
paragraphs (c) or (e) above, the GoVernmont
shall pay to the Contractor the following:
(i) if there is no right of appeal hereunder or
If no timely appeal has been taken, the
amount so determined by the Contracting
Officer, or (ii) if an appeal has been talen,
the amount finally determined on such ape
peal.

(g) In arriving at the amount duo to the
Contractor under this clause there shall be
deducted (1) all unliquidatod advance or
other unliquidated payments theretofore
made to the Contractor, (2) any claim.which
the Government may have against the Con-
tractor in connection with this contract, and
(3) the agreed price for, or the proceeds of
sale of, any materials, supplies or other
things acquired by the Contractor or sold
pursuant to the provisions of this clause and
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not otherwise recovered by or credited to the
Government.

(h) If the termination hereunder be par-
tial, prior to the settlement of the terminated
portion of this contract, the Contractor may
file with the Contracting Officer a request in
writing for an equitable adjustment of the
price or prices specified in the contract relat-
ing to the continued portion of the contract
(the portion not terminated by the Notice
of Termination), and such equitable adjust-
ment as may be agreed upon thall be made
in such price or prices.

(i) The Government may, from time to
time, under such terms and conditions as it
may prescribe, make partial payments and,
payments on account against costs incurred
by the Contractor in connection with the
terminated portion of the contract whenever
in the opinion of the Contracting Officer the
aggregate of such payments shall be within
the amount to which the Contractor will be
entitled hereunder. If the total of such pay-
ments is in excess of the amount finally
determined to be due under this clause, such
excess shall be payable by the Contractor to
the Government upon demand, together with
interest computed at the rate of 6 percent
per annum, for the period from the date
such excess payment is received by the Con-
tractor to the date on ,which such excess is
repaid to the Government; provided, how-
ever, that no interest shall be charged with
respect to any such excess payment attrib-
utable to a reduction in the Contractor's
claim by reason of retention or other dispo-
sition of termination inventory until 10 days
after the date of such retention or dispo-
sition.

(j) Unless otherwise provided for in this
contract, or by applicable statute, the Con-
tractor, from the effective date of termina-
tion and for a period of six years after final
settlement under this contract, shall pre-
serve and make available to the Government
at all reasonable times at the office of the
Contractor, but without direct charge to the
Government, all its books, records, docu-
ments, and other evidence bearing on the
costs and expenses of the Contractor under
this contract and relating to the work termi-
nated hereunder, or, to the extent approved
by the Contracting Officer, photographs,
micro-photographs, or other authentic re-
productions thereof.

NoTE: Provisions of the reference "Section
VIII, Armed Services Procurement Regula-
tion" in a foregoing clause are contained in
Part 407 of this title.

(17) Notice to Government of labor
disputes as set forth in § 406.105-3 of this
title.

(18) Employment of aliens as set forth
in § 406.104-3 of this title, and in sub-
paragraph (9) of § 1006.102 (b).

(19) Military security requirements as
set forth in § 406.104-12 of this title.

(20) Government-furnished property
as set forth in § 412.502 of this title and
subparagraph (5) of § 1006.102 (b).

(21) Subcontracts as set forth below:

Subcontracts. No contract shall be made
by the Contractor with any other party for
furnishing any of the work or services herein
contracted for without the written approval
of the Contracting Officer, but this provision
shall not be taken as requiring the approval
of contracts of employment between the Con-
tractor and personnel assigned for service
hereunder.

(22) Inspection and audit of books
as set forth in subparagraph (8) of
§ 1006.102 (b).

(23) Gratuities as set forth in § 406.-
104-16 of this title.

(24) Examination of records as set
forth in § 406.104-15 of this title.
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(25) Ceiling prices as set forth in
§ 406.103-22 of this title.

(26) The contract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned in this part) and part 408 of
this title will be used in accordance with
instructions contained in said section
and part. The clauses set forth in
§§ 406.105-5, 406.105-7 and 408.106 of
this title will be used where necessary or
desirable to cover the subject matter
contained in such clauses.

(27) Alterations as set forth in
§ 406.105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of § 1006.102 (b).

(28) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b).

(29) Approval as set forth in
§ 406,105-2 of this title will be used in ac-,
cordance with instructions contained in
subparagraph (20) of § 1006.102 (b).

§ 1006.403 Personal service contracts.
(a) All fixed-price contracts for personal
service will consist of the following
clauses in the following sequence:

(1) Definitions as set forth in
§ 406.103-1 of this title.

(2) Assignment of claims as set forth
in § 406.103-8 of this title.

(3) Disputes as set forth in § 406.103-
12 of this title.

(4) Officials not to benefit as set forth
in § 406.103-19 of this title.

(5) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(6) Termination for the convenience
of the Government as set forth below:

Termination for the convenience of the
Government. (a) The performance of work
under this contract may be terminated by
the Government in accordance with this
clause in whole, or from time to time in
part, whenever the Contracting Officer shall
'determine that any such termination is in
the best interests of the Government. Any
such termination shall be effected by deliv-
ery to the Contractor of a Notice of Ternu-
nation specifying the extent to which
performance of work under tle contract is
terminated, and the date upon which such
termination becomes effective.

(b) Upon receipt of a-Notice of Termina-
tion the Contractor shall, except as otherwise
directed by the Contracting Officer, (1) dis-
continue all work to the extent and on the
date specified in such notice and (2) trans-
fer title and deliver to the Government, in
the manner, to the extent and at the times
directed by the Contracting Officer, the com-
pleted and partially completed work, ma-

'terial, drawings, data, information, reports
and other property produced as a part of,
or acquired in connection with the perform-
ance of, the work terminated in such notice.

(c) Upon termination of work as provided
in this clause, the Contractor shall, in respect
to the work terminated by the Notice of
Termination, be paid that part of the fixed-
price set forth in the clause of this contract
entitled "Payment" which has accrued for
services rendered hereunder up to the effec-
tive date of such notice and any other
amounts properly owing to the Contractor
under the aforesaid "Payments" clause
which is theretofore unpaid. Settlement of
the termination of the contract under the
provisions of this paragraph (c) shall be
evidenced by a Supplemental Agreement to
the contract.

(d) Any dispute arising out of the termi-
nation of the contract under this clause shall
be decided in accordance with the proce-
dure prescribed in the "Disputes" clause
hereof.
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(7) Military security requirements as
set forth in § 406.104-3 of this title.

(8) Subcontracts as set forth below:

Subcontracts. No contract shall be made
by the Contractor with any other party for
furnishing any of the work or services herein
contracted for.

(9) The contract clauses as set forth
in § 406.104 of this title (not otherwise
mentioned in this part) and part 408 of
this title will be used in accordance with
instructions contained in said section
and part. The clauses set forth in
§§ 406.105-5, 406.105-7, and 408.106 of
this title will be used where necessary
or desirable to cover the subject matter
contained in such clauses.

(10) Examination of records as set
forth in § 406.104-15 of this title.

(11) Alterations as set forth in
8 406.105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of § 1006.102 (b).

(12) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b).

(13) Approval as set forth in § 406.-
105-2 of this title will be used in accord-
ance with instructions contained in sub-
paragraph (20) of § 1006.102 (b).

§ 1006.404 Contracts with German
and Austrian Nationals (Paperclip). (a)
All contracts for personal services with
German and Austrian Nationals will con-
sist of the following clauses in the fol-
lowing sequence:

(1) Scope of employment as set forth
below:

Scope of employment. The Contractor,
during the entire term of this contract, un-
dertakes to prosecute and, to the best of his
ability and skill, perform-such scientific and
technical tasks as may be assigned to him
by the Contracting Officer, at such place or
places as may be designated, and agrees, at
all times, to do his utmost to enhance, de-
velop and further the interests of the Gov-
ernment, in connection with the tasks as-
signed to him.

The nature of the personal services to be
performed by the Contractor is as follows:

Technical Consultant Services

(2) Administration as set forth below:.

Administration. The Contractor agrees
that he shall be and remain under the supor-
vision of such military or civilian personnel
of the Government as the Government may
designate.

(3) Security regulations as set forth
below:

Security regulations. In view of the con-
fidence and trust reposed in the Contractor
under the special circumstances of this con-
tract, and in view of the vital connection
of the project contemplated hereund r to the
defense, security, and welfare of the United
States, and as a condition to formal ad nit-
tance to this country, the Contractor a'-'"'es
to observe such security mea ures as the
President of the United States or the Secre-
tary or the Contracting Officer may direct.

(4) Report of espionage as set forth
below:

Report of espionage. The Contractor
agrees that he will immediately report to
the Contracting Officer whenever for any
cause he has reason to believe that any active
danger of espionage or sabotage exists in any
place at which he is assigned, including com-
plete information relating to the reasons
which cause the Contractor to be apprehen-
sive of such danger.
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1 (5) Period of performance and com-
pensation as set forth below,

Period of performance and compensation.
(a) The term of the contract and rate of
compensation shall be as follows:

(1) Term: ---------. 1951, to ----------
19_, inclusive.

(2) Rate: $ ---- per -
(b) The compensati 6 n herein provided

shall not accrue:
(1) For time spent on emergency leave

computed from the day of departure from
place of employment to day of return to such
place of employment unless accrued leave is
authorized to be utilized.

(2) For absences from place of duty with-
out authority.

(3) For agreed absences without compen-
sation.

(c) In addition to the above salary provi-
sions and in connection with travel directed
by the Government, the Contractor shall be
paid a per diem in lieu of subsistence at the
rate and in the manner prescribed by law
and regulations for civilian employees of the
Government. It is specifically understood
and agreed that per diem shall not accrue:

(1) After date of termination hereof as
hereinafter provided.

(2) -While in a travel status on emergency
leave.

(3) When quarters and subsistence are
furnished by the Government at no charge.

(d) The Contractor shall be entitled, in
the same manner as full-time Qivil Service
employees, to (i) overtime compensation,
(ii) holiday premium compensation, and
(iII) compensation for holidays on which no
work is performed.

(6) Hours of work as set forth below-
Hours of work. The hours of employment

are based upon a five-day, forty-hour week
which shall be standard for pay and leave
purposes.

(7) Leave as set forth below,
Leave. The Contractor shall earn, accrue,

accumulate, and be granted sick and an-
nual leave in accordance with laws and regu-
lations applicable to full-time permanent
Civil Service employees of the United States
Government in effect on the date of this con-
tract.

(8) Patents and copyrights as set
forth below"

Patents and copyrights. The Contractor,
without further compensation, agrees:

(a) To disclose to the Contracting Officer
all inventions conceived or first reduced to
practice, or both conceived and reduced to
practice by him during the term of this con-
tract and for a period of six months after
the termination thereof;

(b) To assign and transfer to the Govern-
ment, as represented by the Secretary or his
designees, the entire right, title, and inter-
est in and to any and all inventions which
Contractor conceives or first reduces to prac-
tice, or both conceives and reduces to prac-
tice, during the term of this contract or
which are disclosed in an application for
patent filed within six months thereafter,
which inventions were made (1) 'during
working hours, or (2) with a contribution
by the Government of facilities, equipment,
materials, funds, or information, or of time
or services of GovernmeAt employees on offi-
cial duty, or (3) bear a direct relation to or
are made in consequence of the official duties
of the Contractor; and to sign and execute
all papers necessary to the filing and prose-
cution of applications for patents on such
inventions and for conveying to the Gov-
ernment title to such inventions and appli-
cations for patent thereon;

(c) To grant to the Government as repre-
sented by the Secretary, a non-exclusive,
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royalty-free license in and to any and all
inventions which Contractor conceives, or
first reduces to practice, or both conceives
and reduces to practice, during the term of
this contract and for a period of six months
thereafter and which Contractor is not re-
quired to assign to the Government of the
United States in accordance with the pro-
visions of subparagraph (b) above; and to
sign and execute all papers necessary to con-
vey to the Government the rights to which
it is entitled in accordance with this pro-
vision;

(d) All applications for Uilted States pat-
ents in which the Contractor is named as an
inventor during the period beginning six
months after the termination of this con-
tract and continuing to 24 months next fol-
lowing the'termination or expiration of this
contrdct will be submitted to the Secretary,
at the time of or prior to filing, together
with a sworn statement as to the circum-
stances under which the Invention was made,
including dates of conception and reduction
to practice. The Secretary will determine
whether the said circumstances are so re-
lated to Contractor's employment under this
contract that the Government is entitled to
rights under such invention or inventions
in accordance with subparagraphs (h) or (c)
above, and upon a finding that the Govern-
ment is-so entitled to rights, the determina-
tion -of the Secretary as to the nature and
extent of such rights shall be final, and
the. Contractor agrees to execute all papers
necessary to convey to the Government the
rights to which it is entitled as determined
by the Secretary; and

(e) For himself, his heirs and assigns, to
assert no copyright at common law and to
make no claim to copyright by statute in any
material first produced by him in the per-
formance of this contract.

(9) Transportation as set forth below
Transportation. (a) phe Government will

provide for transportation of the Contractor:
(1) In furtherance of a permanent change

of duty station relating to his employment
under the terms of this contract, in accord-
ance with Executive Order 9805, as heretofore
or hereafter amended; and

(2) In furtherance of the contract, as de-
termined by.the/ Government in accordance
with Standardized Government Travel Reg-
ulations, as heretofore or hereafter amended.

(b) In addition to the allowances pro-
vIdbd for in subparagraph (a) (1) hereof,
and at the ,expense of the Government, the
Contractor will be authorized shipment of
scientific books and equipment used In the
performance of his work in connection with
a permanent change of duty station.

(10) Housing as set forth below

Housing. The Government will endeavor
to assist the Contractor in procuring suitable
housing at or near the place of employment.
The cost of housing will be borne by the
.Contractor. Where public quarters are made
available, the Contractor is authorized to use
such facilities at the rate and on the basis
prescribed for civilian employees of the Gov-
ernment. The Contractor agrees to pay all
incidental expenses normally charged there-
for, such as orderly fees.

(I1) Subsistence as set forth below'
Subsistence. Where suitable messing fa-

cilities are operated by the Government at
the place of employment, the Contractor may
be authorized to use such facilities at the
rate and on the basis prescribed for civilian
employees of the Government.

(12) Medical services as set forth be-
low"

Medical services. Medical Service will be
provided by the Government to the Con-
tractor on the same basis and at the same

cost as provided for civilian employees of tho
Government at the location of employment,
Reasonable access to civilian medical care,
will be permitted at the expense of the Con-
tractor.

(13) Burialand effects as set forth
below-

Burial and effects. During the term hre-
of, in event of the death of the Contractor,
the Government will provide for local burial
and return of the personal effects to depend.
ents. If requested by dependents, and when
time and conditions, as determined by tile
Government, permit, the body will be re-
turned to his original place of residence at
the expense of the Government. In tile
event that, after the death of the Contractor,
the Contractor's dependents elect to return
to his original place of residence, the Gov-
ernment, at its option, will provide for trans.
portatlon of such dependents to his original
place of residence, together with their per-
sonal and household effects not In excess of
three thousand (3,000) pounds not weight.

(14) Injuries as set forth below,
Injuries. The Contractor is covered by the

provisions of United States Employees' Com-
pensation Act, as amended (5 U. S. 0, 751
et seq.).

(15) Dependents as set forth below,
Dependents. The Government shall have

the full right and privilege, after appropriate
investigation, to determine which person or
persons nominated by the Contractor as his
dependents are to be considered for the pur-
poses of this contract as the Contractor's
dependents. (Normally a lawful wilfe, de-
pendent parent, unmarried minor children,
unmarried minor dependent step-children
and unmarried minor dependent adopted
children will be recognized by the Govern.
ment as bona fido dependents provided each
resides in Contractor's household,)

(16) Visas as set forth below'
Visa. Upon signature of this coatraot

and provided the personal conduct and po-
litical background of the Contraotor, as de-
termined by the Government, merit such
action, the Government will, upon request,
favorably recommend the Contractor for an
Immigration visa, In the event of such rec-
ommendation, the Government, upon re-
quest, will also favorably recommend for an
Immigration visa such of Contractor's de-
pendents whose personal conduct and po.
litical background, as determined by the
Government, merit such action.

(17) Offcials not to benefit as set
forth in§ 406.103-19 of this title,

(18) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(19) Disputes as set forth in
§ 406.103-12 of this title.

(20) Termination as set forth below'
Termination. This contract may be ter-

minated by the Government at its option:
(a) When the Government administra-

tively determines the Contractor to be un-
satisfactory for the purposes of this contract
or his conduct to be below required standards
or when for any other reason it In determined
that his services are no longer required.

(b) When and if the Contractor's visa,
where issued, is revoked or, invalidated or If
the Contractor Is denied entry into the
United States.

(c) By mutual agreement.
(d) When the health of the Contractor, as

determined by the Government, Is such that
he cannot properly perform his assigned
duties.

(21) beflnitions as set forth In § 400.-
103-1 of this title.
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(22) Disclosure of information as set
forth below*

Disclosure of information. The Contractor
agrees that he will not disclose to any person
not entitled to receive it any information
relative to top secret, secret, confidential, or
restricted matter as defined In current mili-
tary regulations that may come to the knowl-
edge of the Contractor.

(23) Certification as set forth below-
Certification. (a) Contractor certifies that,

to the best-of his knowledge and belief, his
physical condition, character and qualifica-
tions are such as to permit him to fulfill this
contract.

(b) Contractor certifies that he has read
the within contract governing his employ-
ment as contemplated herein, and agrees that
he will recognize its terms as the conditions
under which employment is accepted and
held.

(c) Contractor certifies and affirms that
this contract contains all of the agreements,
promises, understandings, and representa-
tions, verbal or otherwise, made on the part
of the Government or any of its representa-
tives, authorized or unauthorized.

(24) Examination of records as set
forth in § 406.104-15 of this title.

(25) Approval of contract as set forth
below-

Approval of contract. This contract shall
be subject to the approval of the Secretary,
or -his duly authorized representative, and
shall not be binding until so approved.

§ 1006.405 Contracts for techntcal
representative servoces. (a) All fixed-
price contracts for technical representa-
tive services will include the following
clauses in the following sequence:

(1) Definitions as set forth in
§ 406.103-1 of this title plus the follow-
ing additional paragraphs:

(d) The term "technical representatives"
as used herein includes technicians, field
engineers, and specialists.

(e) The term "man month" as used here-
in shall be deemed to be the time devoted to
the performance of services hereunder by
one technical representative during a period
of One calendar month.

(f) The term "continental limits of the
United States" 'as used herein means any
place within the territorial limits of the 48
States and the District of Columbia.

(g) The term "overseas" as used herein
means any place outside the territorial limits
of the 48 States and the District of Columbia.

(h) EPor the purpose of giving any of the
directions to the Contractor contemplated
by this clause, the term "Contracting Officer"
includes the Commanding General, Air Ma-
teriel Command, and any duly authorized
representative.

(2) Changes as set forth in subpara-
graph (2) of § 1006.402 (a)

(3) Assignment of claims as set forth
in § 406.103-8 of this title.

(4) Default as set forth in § 406.103-
11 of this title.

(5) Disputes as set forth in § 406.103-
12 of this title.

(6) Notice and assistance as set forth
in § 408.102 of this title.

(7) Convict labor as set forth in
§ 411.203 of this title.

(8) Eight-Hour Law as set forth in
§ 411.303 of this title.

(9) Nondiscrimination in employment
as set forth in § 411.803 of this title.

(10) Officials not to benefit as set
forth in § 406.103-19 of this title.

(11) Covenant against cont~n'ient
fees as set forth In F 40G.103-20 of this
title.

(12) Termination for convenience of
the Government as set forth balow"

Termination for conviece of tme Goa-
eminent. (a) The performance of wor: un-
der this contract may be terminated by the
Government in accordance with thi clause
in whole, or from time to time In part. when-
ever the Contracting Olilcer shall determine
that such termination is for the bcst inter-
ests of the Government. Any such termina-
ion shall be effected by delivery to the
Contractor of a Notice of Termination ,pccl-
fying the extent to which performance of
work under the contract is terminated and
the date upon which such termtnatlon be-
comes effective. Upon receipt of a Nlotica
of Termination and. except as othcrice
directed by the Contracting Okcer, the Con-
tractor shall stop work under (1) the con-
tract on the date and to the extent specified
in the Notice of Termination. (2) proced
promptly with the return to Its plant of
such of Its technical representatives as may
be covered by said Notice of Termination.
and (3) transfer title and deliver to the
Government in the manner, and at the tlmes
and to the extent directed by the Contract-
ing OMcer, the plans, dravwinn. information
and other property which, If the contract
had been completed, would have been re-
quired to be furnished to the Government.

(b) Upon termination of work, a" provided
in paragraph (a) above, the Contractor shall,
in respect to such technical reprezentatives
as may be covered by said Notice of Termina-
tion. be paid that part of the fixed price set
forth In the provLIion entitled "Conidera-
tton and Payment" of the Schedule vwhich
was accrued for services rendered hereunder
up to the effective date of such notice, and
for time necezry for such technical repre-
sentative to return to the plant of the Con-
tractor after the effective date of aid notice
and any amounts properly owing to it under
said "Consideration and Payment" clause
and theretofore unpaid. If, at the date of
said notice, certain costs have actually been
Incurred by the Contractor In connectlon
with the contract preliminary to the depar-
ture of the technical represzentatives covered
by said Notice of Termination from the plant
of the Contractor which are allccable to the
entire period of performance contemplated
hereunder, the Government Will pay to the
Contractor such sum as the Contracting
Officer and the Contractor may agreo I prop-
erly allocable to the terminated portion of
the contract. Settlement under the provI-
sions of this paragraph (b) shall be evidenced
by a Supplemental Agreement to the con-
tract.

(c) Any dispute arising out of the term-
nation of the contract under this clause shall
be decided in accordance with the procduro
prescribed In the "Disputes" clau-o hereof.

(13) Notice to Government of labor
disputes as set forth in § 40G.105-3 of
this title.

(14) Employment of aliens as set forth
in § 406.104-3 of this title and in sub-
paragraph (9) of § 1006.102 (b).

(15) Military security requirements as
set forth n § 406.104-12 of this title.

(16) Government-fumished property
as set forth n § 412.502 of this title and
subparagraph (5) of § 1006.102 (b).

(17) Subcontracts as set forth in sub-
paragraph (21) of § 1006.402 (a).

(18) Inspection and audit of boo!.s as
set forth in subparagraph (8) of
§ 1006.102 (b).

(19) Capture and detention as set
forth below authorized for overe3
services:

Capzare and detcntf.o. In the event any
Coatractor a=1ssnnel azgncd to duty under
thL contract is found to be misLiug from his
placo of employment, whether or not such
p- cnnel then actually was enea-ed in the
cource of his employment, under circum-
stanc 3 cuppsrtin- an infcrence that his
absence wa. due to the action of a hostila
force or the force of any powcr not lied
v.th the United State. in a common mili-
tary effort, or is ILnown to have bean tal:cn
prlzoner. hostaZe, or otherwise d2tained by
a hoztlle force or the force of any po er not
allied vlth the United State, In a common
military effort, the time spent by suici par-
connel durIng cuch detention (which shall
be construed to Include the pTiod until such
percnnel is returned to his plece of employ-
ment. or to the United States, or is able to
be returned to the juridiction of the United
States. or death In fact is establlhed by a
finding by the Federal Security Admints-
trator or other Fcderal body havlnj jure-
diction or by other evidence sati factoy to
the contracting oicer, or death can legally
be preumcd to have occurred) --hall not be
considered as time spent In the performance
or r~rvices hereunder and the Government
shall not be obligated to mahe any paymnt;
on account of such p3ronnel eycept as pro-
vided In this pa.raraph. The Contractor 13
authorLd to and shell enter Into agree-
ments wIth per-onnel hereunder to pay bene-
fits to the extent not otherwise paid to such
perconnel in the event of, and durin- the
time sp2nt by such parsonnel during such
detention, as construed above, which will
equal the total wage duo for such period of
detention, as construed above, computed on
the baL or wage rate belng paid such per-
connel at the time of such detention. Claims
for beneflts shall be made under applicable
law with the Admini trator. In the event
that the Contractor'is cbllgated by agree-
ments. nuthorized above, to pay and shall
have paid benefits In an amount not paid
or payable by the AdminLtrator on account
of such detention of such personnel, the
Government shell pay to the Contractor, in
repcct of such personnel during the period
of ouch detention, as con-trusd above, such
amount which when added to the amount
paid or to be paid In res-pect of such per-
sonnel by the Administrator, whether to the
Contractor or otherwise, will equal the total
wage due for such period of detention, as
construed above, comnuted on the basis of
wage rate being paid such personnel at the
time of such detention. Subject to the
availability of fun,1 therefor, the cbl~ation
of the Government to matse payments pro-
vided for by this paragraph shall continue
In effect during the period of such detention,
as construed above, and shall survive the
earlier expiration or termination of this
contract.

(20) Gratuities as set forth in § 405.-
104-16 of this title.

(21) Laralnat on of records as set
forth in 5 406.104-15 of this title.

"(22) The contract clauses as set forth
n § 406.104 of this title (not otherwise
mentioned in this part) and Part 403 of
this title will be used In accordance with
Instructions contained in said section
and part. The clauzes as set forth in
§1 400.105-5, 406.105-7 and 403.106 of
this title will be used where necezsary or
desirable to cover the subject matter
contained in such clauses.

(23) Alterations as set forth in § 406.-
105-1 of this title will be used n accord-
ance with Instructions contained in
zubparagraph (18) of § 1006.102 (b)

(24) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b).

(25) Approval as set forth in § 406.-
105-2 of this title will be used in accord-
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ance with instructions contained in
subparagraph (20) of § 1006.102 (b)
SUBPART E----TnE AND MATERALS CONTRACTS

§ 1006.501 Scope of subpart. This
subpart sets forth authorized clauses for
use in time and materials contracts.
The use of this form of contract should
be limited to those situations and gov-
erned by the conditions set forth in
§ 402.407 of.ths title and § 1003.403 (a)

§ 1006.502 Contract clauses. (a) All
time and materials contracts -will in-
clude the following clauses in the follow-
ing sequence:

(1) Definitions as set forth in
§ 406.103-1 of this title.

(2) Changes as qet forth below,
Changes. The Contracting Officer may, at

any time, by a written order, issue additional
Instructions, require changed, modified or
additional work and services or direct the
omission of work and services covered by this
contract. If such changes require a change
in the time of performance .of the work
called for hereunder, the contract shall be
modified in writing accordingly. The hourly
rate set forth in the Schedule shall not be
adjusted by reason of any order issued under
this clause.

(3) Inspection as set forth below-
Inspeci~on. (a) All material and work-

nanship shall be subject to inspection and
test by representatives of the Government.
For this purpose, the Contractor shall al-
low, at all times, inspectors and other Gov-
ernment personnel free access to the plant
and operations and shall furnish such fa-
cilities, supplies and services as may be re-
quired for the work. The Contractor shall
inform the inspector when services and sup-
plies are ready for inspection. The Govern-
ment representative shall have the right to
(i) require the replacement of parts which
are not in accordance with applicable speci-
fications, and (i) require the correction of
defects; any of such replacement or cor-
rection Which is required by virtue of the
Contractor's Inferior workmanship or unsat-
isfactory inspection system, shall be accom-
plished at the sole cost and expense of the
Contractor.

(b) The Contractor shall provide and
maintain a complete inspection system ac-
ceptable to the Government covering the
inspection of the services and supplies-fur-
nished under this contract. Records of all
inspection ,work by the Contractor shall be
kept complete and available to the Govern-
ment during the performance of the con-
tract.

(c) The inspection and test by the Gov-
ernment of any particular item of work does
not relieve the Contractor from any respon-
sibility regarding any failures to meet con-
tract requirements which may be subse-
quently discovered prior to final acceptance.

(d) The Contractor covenants and agrees
to employ only qualified and competet em-
ployees in the performance of this contract;
and that employees used will, on -the aver-
age, be as efficient as the average for tile
departments of its plant concerned with per-
formance of this contract.

(4) Payments as set forth below:
Payments-(a) Time rate. (1) Upon cer-

tification to and approval by the Contract-
ing Officer of properly substantiated vouchers
indicating the number of direct labor hours
performed, the Government will pay the Con-
tractor amounts computed by applying the
appropriate Time Rate set forth in the
Schedule 'to such hours, which rates shall in-
clude wages, overhead, general and admin-
istrative expense (except as otherwise pro-
v1ded), and profit. Fractional parts of an

hour shall be payable on a pro rata basis.
The Contractor will substantiate vouchers by
individual daily job time cards, preferably
signed by -the workers performing the serv-
ices, and in all cases by evidence of actual
payment. Payments will normally be made
at Contractor's payroll intervals, but may be
varied If conditions so warrant.

(2) Notwithstanding the provisions of
subparagraph '(1) hereof, the Contracting
Officer shall withhold payment of amounts
due under this paragraph (a) equivalent to
any average payment hereunder, at such
time as may be deemed appropriate by the
Contracting Officer. Such amount shall be-
come.payable upon completion of perform-
ance of this contract, which shall be upon
delivery of all work called for hereunder and
submission of a written statement by the
Contractor releasing the Government from
any further claims whatsoever (except such
final payment).

(3) As used in this paragraph (a), direct
labor shall be-as defined in the Schedule.

(b) M1faterzals (including subcontracts).
(1) The Contractor shall be paid upon sub-
mission of properly certified allowable costs
of direct materials utilized in performance
of this contract, subject to the limitation of
funds allotted.

(2) Allowable costs of direct materials
shall be deternnned by the Contracting O1k-
cer in accordance with Part 21 Section XV of
the Armed Services Procurement Regulation,
It being understood however that:

A. For -purposes of payment, the cost of
subcontracts which are authorized pursuant
to clause 22 hereof, shall be reimbursable
costs hereunder.

B. rthe cost-plus-a-percentage-of-cost sys-
tem of contracting shall not be used by the
contractor in procuring articles, materials,
supplies, or services required for the per-
formance of this contact.

,C. The Contractor shall, to the extent-of
its ability, procure materials, at the most
advantageous prices available, with due re-
gard to securing 'prompt delivery of satis-
factory materials, take all cash and trade dis-
counts, rebates, allowances, credits, salvage,
commissions and bonifications, and when un-
able to take advantage of such benefits it
shall promptly notify the Contracting Officer
to that effect and the reason therefor. Credit
shall be given to the Government,,in accord-
ance with Contractor's standard accounting
policy for all cash and trade discounts, re-
bates, allowances, credits, salvage, the value
of resulting scrap, where theamount of such,
scrap is appreciable, -commissions and boni-
fications which have accrued to the benefit
of the Contractor or would have so accrued
except for the fault or neglect of the Con-
tractor. Such benefits lost through no fault
or-neglect on the part og the Contractor or
lost through fault of 'the Government, shall
not be deducted from gross costs.

D. The Contractor shall support all mate-
rial charges by paid invoices or store room
requisitions.

E. Unless provisions of the Schedule here~f
otherwise specify, the hourly rate or rates
set forth in the Schedule shall not be varied
by Virtue of the Contractor having performed
work on an overtime basis. Whenever prac-
ticable, the Contractor shall inform the Con-
tracting Officer in advance of proposed over-
time work.

(c) Records and certifications. The Con-
tractor will maintain detailed, complete and
accurate accounting records on a job-.Order
basis, which records will be preserved for a
jperiod of at least six (6) years after comple-
tion of this contract. The Contractor shall
Support all vouchers with a certificate that
the amount billed Is correct and just.

(d) Funds allottecL As of the date of exe-
cution of this contract, there has been al-
lotted for It the total sum set forth in the
Schedule. This sum may be increased from
time to time by the Government solely at Its

discretion. Notwithstanding any other pro-
visions of this contract, the Contractor shall
not be obligated to perform any services, pug-
suant hereto, the aggregate price of whllich
when added, to the aggregate price of all
services theretofore furnished purstiant here-
to, would exceed said sum. If, at any time,
the Contractor' considers It Iiely that the-
aggregate amount, set forth In the Schedule,
may shortly be exceeded, the Contractor will
so notify the Contracting Officer and the
parties may thereupon enter into negotia-
tions for such amendment tO or modification
of this contract as may be appropriate. Any-
thing in this contract to the contrary not-
withstanding, the Government shall not be
obligated to pay to the Contractor any
amount in excess of the sum allotted for this
contract.

NoTE: Provisions of the reference "Part 2,
Section XV of the Armed Services Procute-
ment Regulation" in a foregolnU elauso are
contained in Subpart B, Part 414 of this title.

(5) Assignment of claims as set forth
in § 406.103-8 of this title.

(6) Excusable delays as set forth
below-

Excusable delays. The Contractor shall
not be liable for any delay in the perform-
ance of this contract which results without
fault or negligence on the part of the Con-
tractor and which is due to causes beyond its
control Including, without being limited to,
acts of God or of the publiC enemy, any
preference, pilority or allocation order issued
by the Government or any other act of the
Government, fires, floods, epidemics, quaran-
'tine re.trictions, strikes, freight embargoes
and unusually severe weather; and, unless
the Contracting Officer shall determine that
the materials or supplies to be furnished
under a subcontract are procurable in the
open market, any delay of a subcontractor
which results without fault or negligence on
the part of the Contractor, and which is
due to causes beyondthe control of the Con-
tractor, including without being limited to
the types or causes above enumerated pro-
vided, that the Contractor shall notify the
Contracting Officer in writing of such delay
and the cause thereof, within ton days from
the beginning thereof or within such further
period as the Contracting Officer shall, prior
to the date of final settlement of this con-
,tract, grant for the giving of such notice.
The Contracting officer shtall then ascertain
the facts and the extent of the delay and
shall make an equitable adjustment in the
prescribed time of performance when in his
opinion the facts justify such action. If the
Contractor objects to any adjustment made
by the Contracting Officer -under this clause,
the dispute shall be determined as provided
in clause 7 hereof.

(7) Disputes as setforthin § 406.103-11
of this title.

(8) Notice and assistance as set forth
in § 408.102 of this title.

(9) Buy American Act as sot forth In
§ 406.103-14 of this title,

(10) Convict labor as set forth in
§ 411.203 of this title.

(11) Eight-Hour Law as set forth in
§ 411.303 of this title.

(12 Wash-Healey Public Contracts
Act as set forth In § 411.004 of this title,

(13) Nondiscrimination in employment
as set forth In § 411.803 of this title.

(14) Officials not to benefit as set forth
In § 406.103-19 of this title.

(15) CovenantIagainst contingent fees
as set forth in § 406.103-20 of this title.

(16) Termination as set forth below'
Termination. (a) The performance of

work under the contract may be terminated
by the Government In accordance with this
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clause in whole, or from time to time in
part., (1) whenever the Contractor shall de-
fault m performance of this contract in
accordance with its terms (including in the
term "default" any such failure by the Con-
tractor to make progress in the prosecution
of the work hereunder as endangers such
performance), and shall fail to cure such
default within a period of ten days (dr such
long period as the Contracting Officer may
allow) after receipt from the Contracting
Officer of a notice specifying the default, or
(2) whenever for any reason the Contracting
Officer shall determine that such termina-
tion is in the best interests of the Govern-
ment. Any such termination shall be
effected by delivery to the Contractor of a
Notice of Termination specifying whether
termination Is for the default of the Con-
tractor or for the convenience of the Gov-
ernment, the extent to which performance of
work under the contract is terminated, and
the date upon which such termination be-
comes effective. If, after the Notice of Ter-
mination of the contract for default under
(1) above, it is determined that the Con-
tractor's failure to perform or to make
progress in performance is due to causes be-
yond the control and without the fault or
negligence of the Contractor pursuant to the
provisions of the clause of this contract en-
titled "Excusable Delays" the Notice of Ter-
mination shall be deemed to have been issued
under (2) above, and the rights and obliga-
tions of the parties hereto shall in such event
be governed accordingly.

(b) After receipt of a Notice of Termina-
tion and except as otherwise directed by
the Contracting Officer, the Contractor shall
(1) stop work under the contract on the
date and to the extent specified in the No-
tice of Termination; (2) place no further
orders or subcontracts for materials, serv-
ices, or facilities except as may be necessary
for completion of such portion of the work
under the contract as Is not terminated;
(3) terminate all orders and subcontracts
to the extent that they relate to the per-
formance of work terminated by the Notice
of Termination; (4) assign to the Govern-
ment, in the manner and to the extent di-
rected by the Contracting Officer, all of the
right, title and interest of the Contractor
under the orders or subcontracts so ter-
minated; (5) with the approval or ratifica-
tion of the Contracting Officer, which
approval or ratification shall be final and
conclusive for all the purposes of this clause,
settle all outstanding liabilities and all
claims ariing out of such termination of
orders and subcontracts, the cost of which
would be reimbursable, in whole or in part,
in accordance with the provisions of this
contract; (6) transfer title (to the extent
that title has not already been transferred)
and, in the manner, to the extent and at
the times directed by the Contracting OfiM-
cer, deliver to the Government (I) the fab-
ricated or unfabricated parts, work in proc-
ess, completed work, supplies, and other ma-
terial produced as a part of, or acquired in
respect of the performance of, the work ter-
minated by the Notice of Termination, (i)
the completed or partially completed plans,
drawings, information and other property
which, if the contract 'had been completed,
would be required to be furnished to the
Government, and (ill) the jigs, dies, fixtures,
and other special tools and tooling acquired
or manufactured for the performance of this
contract for the cost of which the Contractor
has been or will be reimbursed under this
contract; (7) use his best efforts to sell in
the manner, at the times, to the extent,
and at the price or prices directed or au-
thorized by the Contracting Officer, any
property of the types referred to in pro-
vision (6) of this paragraph; provided, how-
ever, that the Contractor (i) shall not be
required to extend credit to any purchases.
and (il) may acquire any such property
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under the conditions pre:cribed by and at
a price or prices approved by the Contract-
Ing Officer; and provided further that the
proceeds of any such trannfer or dispositlon
shall be applied In reduction of any pay-
ments to be made by the Government to the
Contractor under this contract or shall oth-
erwise be credited to the price or ccst of
work covered by this contract or paid In
such mnner as the Contracting 012cer may
direct; (8) complete performance of such
part of the work as shall not have been ter-
minated by the Notice of Termination; and
(9) take such action as may be neccsary,
or as the Contracting Ocer may direct for
the protection and preservatlon of the prop-
erty related to this contract which I- In the
possession of the Contractor and In which
the Government has or may acquire an in-
terest. The Contractor shall proceed Imme-
diately with the performance of the abovo
obligations, notwithstanding any delay in
determining or adjusting any amount reim-
bursable under the provisions of this clause.
At any time after expiration of the plant
clearance period. as defined in Ssctlon VIII,
Armed Servlce3 Procurement Regulation. ca
it may be amended from time to time, the
Contractor may submit to the Contracting
Officer a list, certified as to quantity and
quality, of any or all Items of termination
inventory not previously disposed of, exclu-
sive of items the dispcstlon of which has
been directed or authorized by the Con-
tracting Officer, and may request the Gov-
ernment to remove such items or enter Into
a storage agreement covering them. Not
later than fifteen (10) days thereafter, the
Government will accept title to such items
and remove them or enter Into a storage
agreement covering the same; provided that
the list submitted shall be subject to veri-
fication by the Contracting Ofcer upon re-
moval of the Items, or If the Items are stored.
within forty-five (45) days from the date
of submission of the list, and any necessary
adjustment to correct the list as submitted
shallbe made prior to final settlement.

(c) After receipt of a Notice of Terminn-
tion, the Contractor shall submit to the
Contracting Officer It- termination claim, in
the form and with the certification pre-
scribed by the Contracting OMcer. Such
claim shall be submitted promptly but in
no event later than two years from the
effective date of termination, unless one or
more extensions in writing are granted by
the Contracting Officer upon request of the
Contractor made in writing within such two-
year period or authorized extension thereof.
However, if the Contracting Ofcer deter-
mines that the facts Justify such action, he
may receive and act upon any such termina-
tion claim at any time after such two-year
period or any extension thereof. Upon fail-
ure of the Contractor to submit its termina-
tion claim within the time allo-ed, the Con-
tracting Oer may determine, on the basis
of Information available to him, the amount,
It any, due to the Contractor by reason of
the termination and shall thereupon pay to
the Contractor the amount co determined.

(d) Subject to the provisions of paragraph
(c), the Contractor and the Contracting Of-
ficer may agree upon the whole or any part
of the amount or amounts to be paid to the
Contractor by reason of the total or part Al
termination of work pursuant to this clause,
which amount or amounts may include a
reasonable allowance for profit, on wor% done.
The contract shall be amended accordingly,
and the Contractor shall be paid the agreed
amount.

(e) In the event of the failure of the Con-
tractor and the Contracting O ce to agree
in whole or in part, as provided in para-
graph (d) above, as to the amount or
amounts tb be paid to the Contractor In con-
nection with the termination of work pur-
suant to this clauce, the contracting ofccr
shall determine on the basis of Information

available to him the amount, if any, due
the Contractor by reason of the termina-
tion and shall pay to the Contractor the
amount determined as follows:

(1) If the termination of the contract is
for the convenience of the Government:

(i) There shall b Included for dire-t lab or
hours (a defined in the Schedule of the
contract) expanded prior and up to the effec-
tive date of the termination, an =mount
comput-d by applying the hourly rate or
rates sat forth n the Schedule, less; any
hourly rate paymenta theretofore made to
the Contractor.

(1) There shall he Included tharein a 1
cost3 of material reimbursable in accardanca
with the contract, not previously paid to the
Contractor for the performance of ths con-
tract prior to the effective date of the2 Notice
of Termination.

(ill) There shall be included therein the
re-onablo costs; of settlement, including ac-
counting, leIal, clerlcal and other ezpenes
rea onably necc:ary for the preparation of
csttlement claims and supporting data with
respect to the terminated portion of the con-
tract and for the termination and csttlement
of sub:ontracts thereunder together with
reasonable storage. transportation and other
costs Incurred in connection with the pro-
tection or dlsp oltlon of termination inven-
tory: Pordcd, hoerr, That If the termina-
tion is for default of the Contractor there
shall not b included any amounts for the
preparatlon of the Contractor's settlement
proposal.

(2) If the termination of the contract L3
for the default of the Contractor:

(i) There shall be included for all direct
labor hours (as defined in the Schedule of
the contract) expended prior and up to the
effective date of termination, an amount
computed by applying the hourly rate or
rates set forth In the Schedule less the profit
factor contained therein a- indicated in the
Schedule and less any hourly rate payments
thcretofore made.

(H) There shall bo Included therein such
costa as are cet forth in sioparagraphs (I),
(H), and (111) of this paragraph (e) and
not prohibited by the provislons thereof.

(3) If the amount determined under sub-
pararaubs (1) and (2) above is les: than
the total payments theretofore made to the
Contractor, the Contractor shall repay the
e ce: amount to the Government.

(f) The Contractor shall have the right of
appeal, under the clause of this contract
entitled "DLsputes' from any determination
made by the Contracting OMicer under para-
graphs (c) or (e) above, except that if tae
Contractor ha failed to submit It- claim
withn the time provided n paragraph (c)
above, and has failed to request extension
of such time- he shall have no such right of
appeal. In any case where the Contracting
Ofcer has made a determination of the
amount due under paragraph (c) or (e)
above, the Government shall pay to the Con-
tractor the following: (1) If there Ls no r1ht
of appeal hereunder or If no timely appeal
has been t2len, the amount so determined
by the Contracting Ccer, or (U1) if an an-
pe l has been talken, the amount finally de-
termined on such appeal.

(g) In arriving at the amount due to the
Contractor under this clause there shall be
deducted (1) all unliquldated advance or
other unlIquIdated payments theretofore
made to the Contractor. (2) any claim which
the Government may have against the Con-
tractor in connection with ths contrmt, nd
(3) the agrcel price for, or the procceez of
sale of any materials, supplie- or other
thing3 acquired by the Contractor or sold
pursuant to the previsons of this clause and
not otherwiso recovered or credited to the
Government.

(h) In the event of a partial termination.
the portion of the contract relating to hourly
rates which are payable with respect to the
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work under the continued portion of the
contract shall be equitably adjusted by
agreement between the Contractor and-the
Government, and such adjustment shall be
evidenced by an amendment to the contract.

(1) The Government may from time to
time, under such terms and conditions as
it may prescribe, make partial payments and
payments on account against costs incurred
by the Contractor In connection with the
terminated portion of the contract whenever
in the opinion of the Contracting Officer the
aggregate of such payments shall be within
the amount to which the Contractor will,
be entitled hereunder. If the total of such
payments is in excess of the amount finally
determined to be dua under this clause, such
excess shall be payable by the Contractor
to the Government upon demand, together
with interest computed at the rate of 6 per-
cent per annum, for the period fromthe date
such excess payment is received by the-Con-
tractor to the date on which such excess is
repaid to the Government: Promded, how
ever, No interest shall be charged with xe-
spect to any such excess payment attributa-
ble to a reduction in the Contractor's claim
by reason of retention or other disposition of
termination inventory until ten days after
the date of such retention or disposition.

(j) Unless otherwise provided for in tlgs
contract, or by applicable statute, the Con-
tractor from the effective date of termination
and for a period of six years after final-settle.
ment under this contract shall preserve and
make available to the Government at all
reasonable times at' the office of the Con-
tractor, but without direct charge to the
Government, all its books, records, docu-
ments, and other evidence bearing on the
cost and expenses of the Contractor under
this contract and relating to the work termi-
nated hereunder, or, to the extent approved
by the Contralting Officer, photographs,
microphotographs, or other authentic repro-
ductions thereof.

NoTe: Provisions of the reference "Section
VIII, Armed Services Procurement Regula-
tion" in a foregoing clause are contained in
Part 407 of this title.

(17) Notice to Government of labor
disputes as set forth m § 406.105-3 of
this title.

(18) Notice of shipments as set forth
in § 406.105-4 of this title.

(19) Employment of aliens as setforth
n § 406.104-3 of this title. N

(20) Government property as set
forth below-

Government property. (a) The Govern-
ment shall deliver to the Contractor the prop-
erty described In the Schedule or the specifi-
cations at the times stated therein, or If not
so stated, in sufficient time to enable the
Contractor to perform this contract. If any
of such property is not delivered to the Con-
tractor by such time or times, the Contract-
ing Officer, upon written request of the Con-
tractor, shall equitably adjust the time of
performance of this contract. In no event
sh~all the Government be liable to the Con-
tractor for damages or loss of profit by rea-
son of any delay In or failure to deliver any
or all of the items set forth in the Schedule
or specifications. By notice in writing the
Contracting Officer may increase or decrease
the amount of Government Property to be
so furnished, in which event, upon the re-
quest of either of the parties hereto, an
equitable adjustment may be made in con-
tract terms. Except as otherwise may be
specified in the Schedule, all property listed
to be Government-furnished shall be de-
livered to the Contractor f. o. b. cats or car-
rlers equipment at the plant or plants of the
Contractor, or the point or points nearest
thereto that rail carrier service is available.

(b) Title to all property furnished by the
Government shall remain n the Govern-
ment. Title to all property purchased by
the Contractor, for the cost of which the
Contractor is entitled to ,be reimbursed as
a direct item of cost under this contract,
shall pass to and vest in the Government
upon delivery of such property by the vendor.
Title to other property, the cost of which
is reimbursable to the Contractor under this
contract, shall pass to and vest in the Gov-
ernment upon (I) issuance for use of such
property in the performance of this con-
tract, or (il) commencement of processing
or use of such property in the performanceb
of this contract, or (iii) reimbursement of
the cost thereof by the Government, which-
ever first occurs. All the items to be fur-
nished by the Government, as set forth in
the Schedule or specifications, together with
all property acquired by the Contractor title
to which vests in the Government under
this paragraph, are subject to the provisions
of this clause and are hereinafter collectively
referred toas "Government Property."

(c) Title to the Government Property shall
not be affected by the Incorporation or at-
tachment thereof to any property not ovmed
by, the Government, nor shall such Gov-
ernment Property, or any part thereof, be
or become a fixture or lose its Identity as
personalty by reason of affixation to any
realty. The Contractor shall maintain ade-
quate property control, records of the Gov-
ernment Property and shall identify the
Government Property as such in accordance
with the provisions of the "Manual for Con-
trol of Government Property in Possession
of Contractors" dated March 1951, which is
incorporated -erein by reference.

(d) The Government Property provided or
furnished pursuant to the terms of this
contract shall, unless otherwise provided
herein, be used only for the performance of
this contract.,

(e) The Contractor shall maintain and
administer in accordance with sound indus-
trial practice, a program for the mainte-
nance, repair, protection and preservation
of Government Property so as to assure Its
full availability and usefulness for the per-
formance of this contract. The Contractor
shall take all reasonable steps to comply-
with all appropriate directions or instructions
which the Contracting Officer may prescribe
as reasonably, necessary for the protection
of Government Property.

(f) (i) The Contractor shall not be liable
for any loss of or damage-to Government
Property, except that the Contractor shall
be responsible for any such loss or damage
(A) which results from any willful miscon-
duct or lack of good faith on the part of any
of the Contractor's directors or officers, or on
the part of any of its managers, superintend-
ents, or other equivalent representatives, who
have supervision or direction of (I) all or
substantiallyr ll of the Contractor's business,
or (II) all or substantially all of the Con-
tractor's operations at any one plant or sepa-
rate location in which this contract is being
performed, or (III) a separate and complete
major industrial operation in connection
with the performance of this contract; or
(B) which results from a failure on the part
of tlte Contractor; due to the willful mis-
conduct or lacX of good faith on the part of
any of- its directors, officers, or other repre-
sentative mentioned In subparagraph (A)
above, to maintain and administer, in ac-
cordance with sound industrial practice, the
program for maintenance, repair, protection
and preservation of Government Property as
required by paragraph (e) hereof, or which
results from a failure on the part of the
Contractor, to take all reasonable steps to
comply with any appropriate written direc-
tions of the CQntracting Officer under para-
graph (e) hereof; or (C) for which the Con-
tractor is otherwise responsible under the
express terms -of other clauses of this con-

tract, or of the clause or clauses designated
in the Schedule; provided, that, if more
than one of the above exceptions apply, the
Contractor's liability shall not be limited by
any other exception.

(i) The Contractor represents that it io
not including In the rate or rates hereunder,
and agrees that it will not hereafter include
rate to the Government, any charge or re-
serve for insurance (including self-insurance,
funds or reserves) covering loss or destruc-
tion of or damage to the Government
Property.

(i1) Upon the happening of loss or de-
struction of or damage to the Government
Property, ,the Contractor shall notify the
Contracting Officer thereof, and shall c0m-
municate with the Los and Salvage Organ-
izatlon, if any, now or hereafter designated
by the Contracting Offlcer, and with the
assistance of the Loss and Salvage 0'ganiza
tion so designated (unless the Contracting
Officer has designated that no such organi-
zation be employed), shall take all reason-
able steps to protect the Government Prop-
erty from further damage, separate the dam-
aged and undamaged Government Propeity,
put all the Government Property in the best
possible order, and furnish to the Contract-
Ing Officer a statement of (A) the lost, de-
stroyed and damaged Government Property,
(B) the time and origin of the loss, dostruc-
tion or damage, (C) all known interestA in
commingled property of which the Govern-
ment Property is a part, and (D) the Insur-
ance, if any, covering any part of or intere;t
in such commingled property. The Contrac-
tor shall make repairs and renovations of
the damaged Government Property or take
such other.action, as the Contracting Officer
directs.

(iv) In the event the Contractor In Indem-
nified, reimbursed, or otherwise compen-
sated for any loss or destruction of or dam-
age to the Government Property, It shall use
the proceeds to repair, renovate or replace
the Government Property Involved, or shall
credit such proceeds against the cost of the
work covered by the contract, or shall other-
wise reimburse the Government. as directed
by the Contracting Officer. T'e Contractor
shall do nothing to prejudice the Govern-
ment's right to recover against third parties
for any such loss, destruction or damage
and, upon the request of the Contracting
Officer, shall, at the Government's expense,
furnish to the Government all reasonable
assistance and cooperation (including the
prosecution of suit and the execution of in-
struments of assignment in favor of the
Government) in obtaining recovery,

(v) In the event any aircraft are to be
furnished under this contract, any loss or
destruction of, or damage to, such aircraft or
other Government Property occurring In con-
nection with operations of said aircraft will
be governed by the clause of this contract
captioned "Flight Risks," to the extent suelc
clause is, by its terms, applicable.

(g) The Government shall at all reason-
able times have access to the premises where
any of the Government Property Is located.

(h) The Government Property shall re-
main in tqe possession of the Contractor for
such peridd of time as Is required for the
performance of this contract unless the Con-
tracting Offmcer determines that the Interests
of the Government require removal of suci
property. In such case the Contractor shall
promptly take such action as the Contracting
Officer may direct with rdspect to the removal
and shipping of Government Property. In
any such Instance, the contract may b
amended to accomplish an equitable adjust-
ment In the terms and provisions thereof,

(1) Upon the completion of this contract,.
or at such earlier date as may be fixed by
the Contracting Officer, the Contractor shall
submit to the Contracting Officer in a form
acceptable to him, inventory schedules cov-
ering all items of the Government Property
not consumed in the performance of this
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contract (including any resulting scrap) or
not theretofore delivered to the Government.
and shall deliver or make such other disposal
of the Government Property as may be direc-
ted by the Contracting Officer. Recoverable
scrap shalrbe reported in accordance with a
procedure and in such form as the Con-
tracting Officer may direct. The net pro-
ceeds of any such disposal approved by the
Contracting Officer shall be credited to the

0 cost of the work covered by the contract or.
shall be paid in such manner as the Con-
tracting Officer may direct.

(j) Unless otherwise provided herein, the
Government shall not be under any duty or
obligation to restore or rehabilitate, or to
pay the costs of the restoration or rehabili-
tation of the Contractor's plant or any por-
tion thereof which is affected by the removal
of any Government Property.

(k) Directions of the Contracting Officer
and communications of the Contractor is-
sued pursuant to this clause shall be in
writing.

(21) Inspection and audit of books as
set forth below-

Inspection and audit of books. (a) The
Contractor agrees that its books and records
and its plant, or such parts thereof as may
be engaged in the performance of this con-
tract, shall at all reasonable times be sub-
ject to inspection and audit by any author-
ized representative of the Department.

(b) The Contractor shall cause a like pro-
vision to be included in all subcontracts
hereunder.

(22) Subcontracts as set forth below*

Subcontracts. No contract shall be made
by the Contractor for the furnishing of any
of the work herein contracted for without
the written approval of the Contracting
Officer.

(23) Sipping requirements as set
forth below,

'Shfpping requrements-(a) F o. b. car-
rte's equipment. Whenever it is provided in
this contract that articles, supplies, mate-
rials, or other items called for under this con-
tract shall be delivered to the Government
f. o. b. Contractor's plant, any shipment oc-
cupying sufficient space in a railroad car to
constitute a carload shipment subject to car-
load freight rates shall, by the Contractor, be
properly and adequately loaded in freight
cars at a railroad siding at, or nearest to, the
Contractor's plant, and any shipment subject
to less-than-carload freight rates shall, by
the Contractor, be delivered into the carrier's
possession at the Contractor's plant, or at
the point or points nearest thereto that de-
livery can be effected. All said shipments
shall be made on Government bills of lading,
but the Contractor shall make application
therefor on AMC Form No. 63A, which appli-
cation shall be made in the manner pre-
scribed elsewhere herein. In inserting de-
scriptions in Government bills of lading the
Contractor will ccdmply with the rules nnd
provisions of the freight classifications and
tariffs of the carrier or carriers involved.

(b) F o. b. destination. Vhenever It Is
provided in this contract-that products and
materials or other items shall be delivered
f. o. b. specified destinations, such products
and materials, or other items shall be shipped
direct by the Contractor to the specified des-
tinations on commercial bills of lading f. o. b.
each destination, at the expense of the Con-
tractor.

(c) Shipping instructions. If not other-
wise provided herein, names of consignees
of all products and materials or other Items
to be delivered by the Contractor hereunder
will be furnished to the Contractor in writing
by the Contracting Officer.

(24) Additional provisions relating to

delivery as set forth below-

FEDERAL REGISTER

Additional prorfsions relating to dclicrj.
(a) If any aircraft are required to bo de-
livered to the Government hereunder the
following provisions will be applicable:

(1) Except as otherwise provided el~c-
where in this contract, all aircraft chall be
delivered completely ret up. rervlccd and
ready for flight at the flying field where the
same are to be finally Inspected.

(2) All fuel, oil andfor coollng fluid neces-
sary for engine tests andfor fllght tcst3 re-
quired to be made hereunder shall be fur-
nished by the Contractor.

(3) All fuel, oil and 'or coolin, flull nec-
ezsary for flyaway shall be furnished by the
Contractor in an amount to be designated
by the ferry pilot for each aircraft delivered.

(4) In the event it tecomec, necsary to
ship any aircraft called for by rail or other
carrier, came shall be packed as may be di-
rected in writing by the Contractlng Oaiccr.
such changes a may be necessary relating
to packing and shipping to be rade under
the provisions of the clauwe hercof entitled
"Changes."

(b) Except as otherwise provided in the
next two succeeding Eentences of this pare-
graph, and except as to aircraft to be flovn
away. all the supplies to be delivered under
this contract shall be delivered to the Gov-
ernment f. o. b. cars or carler's equipment
at the plant or plants (or point or points
nearest thereto that rail carrier rervice Is
available) at which such supplies are to be
finally inspected hereunder and shall be
packed in accordance with the requirements
hereof. If the Contracting Oficcr directs In
writing that any of the supplles to be fur-
nished hereunder be shipped by air, such
supplies shall be delivered to the Govern-
ment f. o. b. a flying field desig-nated by the
Contracting Office in the vicinity of the plant
or plants at which raid supplies are to be
finally Inspected. If the Contracting Offcsr
directs In writing that any of the Eupplies
to be furnished hereunder be chipped by
other than rail or air, such supplies chall be
delivered to the Government f. o. b. the plant
or plants at which such supplies are to be
finally inspected.

(c) For purposes of determining the
fulfillment of this contract ro far as de-
livery dates are concerned, in the event the
delivery point or points are not the came
as the point or points of destinatlon, the
time of delivery of the supplied shall be cal-
culated as the date of final Government In-
spection, ready for shipment to destination
as certified to by the Government repre-ent-
ative.

(d) In the event that shlpments are to be
made on Government bills of lading, the
Contractor will make application's therefor
on AMC Form No. 63A addreszed to the office
designated in the Schedule.

(25) Additional inspection require-
ments as set forth below,

Additional inspection requiremcents. (a)
Unless otherwice provided herein, If any air-
craft are required to be furnLhcd the Gov-
ernment hereunder, and the came are to be
flown away, such aircraft zhall be finally in-
spected and accepted by the Government at
a flying field or fields to be approved by the
Government in the vicinity of the Contrac-
tor's plant or plants sysculed In the irhed-
ule, or in the vicinity of any other plant or
plants of the Contractor approved for cuch
purpose in writing by the Contracting Of-
icer.

(b) The plant or plants of the Contractor
designated In the Schedule are designated
as the point or respective points for final in-
spection and acceptance by the Govenment
of Items (other than aircraft to be flown
away) to be furnished under thMs contract.

(c), The respective polnts for final Inspec-
tion and acceptance by the Govrnmcnt of
all the supplies (other than aircraft to b
flown away) to be furnished under this con-
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tract chrlI b2, In addition to the plant or
p!ant of the Contractor si;cllzed, ay other
plant or plantz of the Contractor, or any
plant or plants of a subcontractor or vendor
of the Contr ctor hereunder, provided, that
such other paints shall have bran appToved
for ouch purp:ce in writing by the Contract-
Ing O2ccr. It i- espre-sly undrteol by
the Contractor that requt by It for the
approval referred to In th2 precedin3 sen-
tence muat be made as cn a practicable
to permit the Government to makI-e necs-
siry arrangements for Insectfion and accept-
ance, and that the Government is net oaoU-
gated to make such final Inzpection and ac-
ceptance at any point so annroved until a
reas:nable perlod after the date of such.
approval.

(26) Guar=ty as set forth below"
Guarzanty. (a) The Contractor guarantees

that the cervices hereunder will conform to
the highest professional standards in the
field, and that at the time of d.llvEry thereof
to the Government the articles provided for
In thls contract will conform to the requlre-
ment of this contract, and will be free from
any defects In material and wors:manship;
subject, however, to the follow.-ing paragraph
(b.

(b) The final acceptance of the supplle
or v:orh by the Government shall be con-
cluzive escept as regards (A) fraud or such
gross mistakcs as amount to fraud, or (B)
any defects or failure to conform to contract
requirements (whether latent or patent) as
to which the Government has notified the
Contractor within sIx (6) months after the
date of cald acceptance.

(c) The Contractor shall, whene-er dis-
covered by the Government and requ-sted,
remedy defects or failure- to conform to
contract requirements by correction or re-
placement, at no cost- whatssever to the Gov-
ernment, when cad dfectzs or falures are
determined to have been occasloneid by the
resons ret forth in (A) of paraZraph (b)
preceding.

(d) Subject to the time limitation s t
forth in paragraph (b) hereof, the Con-
tractor shoall remedy defects or failures to
conform to contract requirements by cor-
rection or replacement, when due to caus-s
other than tho:e enumerated in (A) of par_-
granh (b) hereof, and for performance of
such work the Contractor shall be entitled to
payment in accordance with the terms of this
Contract, except that the profit portion of
the hourly rate or rates, as ret forth in the
Schedule, shall not be payable in connection
with any ouch work.

(e) The foregoing provisions shell be
equallv applicable to any work performed
hereunder.

(27) Gratuities as set forth in
§ 400.104-16 of this title.

(28) Emmination of records clause as
set forth in § 406.104-15, of this title.

429) Ceiling prices as set forth in
§ 406.103-22 of this title.

(30) The contract clauses as set forth
In 0 40G.104 of this title (not otherwise
mentioned in this part) and Part 403 of
this title will be used in accordance with
Instructions contained in said section
and Part. The clauses set forth in
§ 400,105-5, 406.105-7 and 403.105 of
this title will be ud where necessary
or desirable to cover the subject matter
contained in such clauses.

(31) Alterations as set forth in
§ 406.105-1 of this title will be used in
accordance with instructions contamned
in subparagraph (IB) of 1 1005.102 (b)

(32) Contractual contents; as sat forth
in subp2ragraph (19) of § 1006.102 (b)

(33) Approval as set forth in
§ 406.10--2 of this title vll be used in
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accordance with instructions contained
in subparagraph (20) of § 1006,102 .(b)

SUBPART F-CONSTRUCTION CONTRACTS

§ 1006.601 Scope of subpart. This
subpart sets forth the required and au-
thorized clauses for use in fixid price
contracts for construction.

§ 1006.602 Contract clases. (a) All
fixed-price contracts for the construc-
tion, alteration, or repair (including
painting and decorating)-of public build-
ings or public Works will include the fol-
lowing clauses in the following, sequence:

(1) Definitions as set forth in §
406.103-1 of this title.

(2) Changes as set forth below*
Changes. The Contra~ting Officer may at

any time by written order, and without
notice to the sureties, make changes, -within
the general scope of this contract, in the
drawings and/or specifications of this con-
tract. If any such change causes increase or
decrease in the .cost of,-or the time re-
quired for, performance of this contract, an
equitable adjustment shall be made in the
contract price or performance schedule, or
both, and the-contract shall be modified in
writing accordingly. Any claim by the con-
tractor for adjustment under this clause must
be asserted within thirty days from the date
of receipt from the Contractor of the notice
of change: Provided, however That the Con-
tracting Officer, if he decides that the facts
justify such action, may receive and act upon
any such claim asserted at any time prior to
linal payment under this contract. Failure-
to agree to any-adjustment shall be a dispute
concerning a question of fact within the
meaning of the clause of this contract en-
titled "Disputes" However, nothing in this
clause shall excuse the Contractor from pro-
ceeding with the contract ag changed.

(3) Changed conditions as set forth
below-

Changed conditions. Should the Con-
tractor encounter, or the Government dis-
cover, during the progress of the work .sub-
surfacb and/or latent conditions at the site
materially differing from those shown on the
drawings or .indicated in the specifications,
or unknown conditions of an unusual nature
differing materially from those ordinarily en-
countered and generally recognized as In-
hering in work of the character provided for
in the plans and specifications, the attention
of the Contracting Officer shall be called im-
mediately to such conditions before they are
disturbed. The Contracting Officer shall
thereupon promptly investigate the condi-
tions, and, if he finds that they do so mate-
rially differ, the contract shall be modified
to provide for any Increase or decrease of
cost and/or difference in time resulting from
such conditions.

(4) Extras as set forth in § 406.103-3
of this title.

(5) Inspection as set forth below-
Inspection. Ja) All material and work-

manship (if not otherwise designated by the
specifications) shall b'e subject to inspection,
examination, and test by Government in-
spectors at any and all times -during
manufacture and/or construction anad at
any and all places where such manufacture
and/or construction arp carried on. The
Government shall have the right to reject
defective material and workmanship or re-
quire its correction. 'Rejected workmanship:
shall be satisfactorily corrected and re-
Jected material shall be satisfactorily re-
placed with proper material without charge
therefor, and the Contractor shall promptly
segregate and remove the rejected material
from the premises. If the Contractor fails
to proceed at once With the replacement of

rejected material and/or the correction of
defective workmanship the Government may,
by contract or otherwise, replace such mate-
rial and/or correctsuch workmanship and

-charge tae cost thereof to the Contractor, or
may terminate the right of the Contractor to
proceed as provided in clause 10 of this con-
tract, the Contractor and surety being liable
for any damage to the same extent as pro-
vided in said clause 10 for terminations there-
under.

(b) The Contractor rhall furnish prompt-
ly without additional charge, all reasonable
facilijies, labor, and materials necessary for
the safe and convenient inspection and tests
that may be required by the inspectors. All
inspection and tests by the Government
shall be performed in such manner as not
unnecessarily to delay the work. Special,
full size and performance tests shall be as
*described in the specifications. The Con-
trdctor shall be charged with any additional
cost of inspection when material and work-
manship are not ready at the time inspection
is requested by the Contractor.

(c) Should it be considered necessary or
advisable by 'the 'Government at any time
.before final ace-ptance of the entire work
to make an examination of work already
completed, by removing or tearing out same,
the Contractor shall on request promptly
furnish all necessary facilities, labor and
material. If such work is found to be defec-
tive in any material respect, due to fault of
the ,ontractor or his subcontractors, he
shall defray all the expenses of such exam-
ination and of satisfactory reconstruction.
If, however, such work is found to meet the
requirements of the contract, thre actual cost
of labor and material necessarily involved in
the examination and replacement, plus 15
percent, shall be allowed the Contractor and

-he shall, in addition, if completion of the
work has been delayed thereby, be granted
a suitable extension of time on account of
the additional -work involved.

(d) Inspection of 'material and finished
articles to be incorporated in the work at
the site shall-be made at the place of pro-
dugtion, manufacture or shipment, when-
.ever the quantity .Justifies it, unless other-
wise stated in the specifications, and such
inspection and acceptance, -unless otherwise
stated in the specifications, shall be final
exce t as regards latent defects, departures
from specific requirements of the contract
and the specifications and drawings made a
,part thereof, damage or loss in transit, fraud
or such gross mistakes as amount to fraud.
Subject to the requirements contained in
the preceding sentence, the inspection of
material and workmanship for final accept-
ance as a whole or In part shall be made at
.the site.

(e) The Office designated as having re-
sponsibility for the inspection an4 super-
vision of the construction work under this
contract is designated in the Schedule.

(6) Payments as set forth below?'

Payments to Contractor. (a) Unless oth-
erwise provided in the Schedule, progress
payments will be made if specifically re-
quested by the Contractor with properly pre-
pared and certified invoices-or vouchers ac-
companying such request. Progress pay-
ments will be made as the work progresses
at the end of each calendar month, or as
soon thereafter as practicable, on estimates
approved by the Contracting Officer. In
preparing estimates the material delivered on
the site and preparatory work done may be
taken Into consideration.

(b) In making such progress payments
there shall be retained 10 percent of the es-
timated amount until final completion and.

acceptance of all work covered by the con-
tract; provided, however, that the Contract-
ipg Officer, at any time after 50 percent of
the work has been completed, if he finds that
satisfactory progress is being made, may

make any of the remaining progress pay-
meats in full; and provided further, that on
completion and acceptance of each separate
building, vessel, public work, or other divi-
sion of the contract, on which the price is
stated separately in the contraCt, payment
may be made in full, including retained per-
centages thereon, less authorized deductions,

(c) All material and work covered by
progress payments made shall thereupon
bqcome the sole property of the Govern1- a
ment, but this provision shall not be con-
strued as relieving the Contractor from the
sole responsibility for all materials and
work upon which, payments have been made
or the restoration of any damaged work, or
as a waiver of the right of the Governipent
to require the fulfillment of all of the torma
of the contract

(d) Upon comle~lon and acceptance of
all work required hereunder, the amount
due the Contractor Under this contract will
be paid upon the presentation of a properly
executed and duly certified voucher there-
for, after the Contractor shall have fur-
nished the Government with a release, if
required, of all claims against the Govern-
ment arising under and by virtue of this
contract, other than such claims, If any, as
may be specifically excepted by the Con-
tractor from the operation of the release in
stated amounts to be tet forth therein,
Final payment will be withheld until clear-
ance has been obtained from the Air Provost
Marshal of the Air Force base or other in-
stallation concerned with respect to securi-
ty matters including the return of all Iden-
tification insignia such as passes and auto
decals Issued to Contractor's personnel for
use in the performance of this contract,

(e) Invoices shall be prepared and sub-
mitted in quintuplicate with the following
certification shown thereon:

"I certify that the above bill is correct and
just .and that payment therefor has not
been receivcd,

(Contractor)
By ------------------

(Title)

(7) Assignment of claims as set forth
in § 406.103-8 of this title.

(8) Additional bond Security as set
forth in § 406.103-9 of this title,

(9) Federal, state, and local taxe. as
set forth In § 410.401 of this title, In
addition thereto the subparagraph set
forth in subparagraph (10)- of § 1006.-
102 (a) may be included in said clause.

(10) Default as set forth below'

Default. If the Contractor refuses or falls
to prosecute the work, or any separable part
thereof, with such diligence as Vill insure its
completion within the time specified Il the
Schedule, or any extension thereof, or fails to
complete said work within such time, the
Government may, by written notico to the
Contractor, terminate lis right to proceed
with the work or such part of the work as
to which there has been delay, In such
event the Government may take over thq
work and prosecute the same to comple-
tion, by contract or otherwise, and the Con-
tractor and his sureties shall be liable to
the Government for any excess cost oc-
casioned the Government thereby, If the
Contractor's right to proceed is so termi-
nated, the Government may take possssion
of and utilize in completing the work sulh
materials, appliances, and plant as may be
on the site of the work and necessary there-
for: Provzded, That the rightof the Con-
tractor to proceed shall not be terminated
under this clause because of any delays Ia
the completion of the work duo to unfore-
seeable causes beyond the control and with-
out the fault or negligence of the Contractor,
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including, but not restricted to acts of God,
or of the public enemy, acts of the Govern-
ment (including, but not restricted to any
preference, priority or allocation order), acts
of another Contractor in the performance of
a contract with the Government, fires, floods,
epidemics, quarantine restrictions, strikes,
freight embargoes, and unusually severe
weather or delays of subcontractors due to
such causes, if the Contractor shall with-
in 10 days from the beginning of any such
delay (unless the Contracting Officer shall
grant a further period of time prior to the
date of final settlement of the contract) no-
tify the Contracting Officer in writing of the
causes of delay, who shall ascertain the facts
and the extent of the delay and extend the
time for completing the work when In his
judgment the findings of facts justify such
an extension, and his findings of fact there-
on shall be final and conclusive on the parties
hereto, subject only to appeal within S0
days, by the Contractor to the Secretary of
the Air Force or his duly authorized rep-
resentative, whose decision on such appeal as
to the facts of delay and the extension of
time for completing the work shall be final
and conclusive on the parties hereto.

(11) Disputes as set forth in § 406.103-
12 of this title.

(12) Notice and assistance as set forth
m § 408.102 of this title.

(13) Buy American Act as set forth in
§ 406.103-14 of this title.

(14) Convict labor as set forth in
§ 411.203 of this title.

(15) Eight-Hour Law as set forth in
§ 411.303 of this title.

(16) Nondiscrimination in employ-
ment as set forth in § 411.803 of this title.

(17) Officials not to benefit as set
forth in § 406.103-19 of this title.

(18) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(19) Termination for convenience of
the Government as set forth in § 407.703
of this title,

(20) Davis-Bacon Act as set forth in
§ 411.405-1 of this title.

(21) Copeland Act as set forth in
§ 411.504-1 of this title.

(22) Overtime rates and shifts as set
- forth below-

Overtime rates and shits. Where a single
shift is worked, eight hours of continuous
employment, except for lunch periods, shall
constitute a day's work beginning on Mon-
day and through Friday of each week. When
work Is required in excess of eight hours in
any one day or during the -interval from 5
p: m. Friday to 7 a. m. Monday, such work
shall be paid for at not less than, one and
one-half times the basic rate wages. No
premium wage or extra compensation shall
be paid for work on customary holidays ex-
cept that-not less than time and-one-half
wage compensation shall be paid for work
performed on any of the following days only:
New Year's Day, Fourth of July, Labor Day,
Thanksgiving Day, Chrlstms Day, and
Memorial Day. Where two or more shifts
are worked, five consecutive days of 7,S con-
secutive hour shifts, from Sunday midnight
to Friday midnight shall constitute a reg-
ular week's work. The pay for a full shift
period shall be a sum equivalent to eight
times the basic hourly rate, and for a period
less than the full shift shall be- the corre-
sponding proportional amount which the
time worked bears to the time allocated, to
the full shift period. Any time worked from
Friday midnight to Sunday midnight or in
excess of regular shift hours shall be paid
for at not less than one and one-half times
the basic rate of wages. Wherever found to
be practicable, shifts should be rotated.
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(23) Notice to Government of labor
dlsputes as set forth n § 406.105-3 of this
title.

(24) Liability for Government-owned
property as set forth below*

Liability for Gorernmcnt-owncd propcrty.
(1) Except as otherwnie specifically provided,
the Contractor shall not be liable for lo or
destruction of or damage to "Governmen,
Property" (L e., property of the Government
in the possesslon or control of the Contractor
In connection with this contract, other than
property furnished by the Contractor tte to
which Is vested in the Government by rea-
son of the provisions of cause (c) hereof
entitled "Payments to Contractor") (I)
caused by any peril while the property is in
transit off the, Contractor's premise, or (ii)
caused by any of the following perils while
the property Is on the Contractor's or sub-
contractor's or other premises or by removal
therefrom because of any of the following
perils:

Fire; lightning; windstorm, cyclone, tor-
nado, hail; explosion: riot, riot attending a
strike, civil commotion: vandalirm and ma-
licious mischief; aircraft or objects falling
therefrom; vehicles running on land or
tracks, excluding vehicles ovEned or operated
by the Contractor or any agent or employee
of the Contractor; smoke; sprinkler leakage;
earthquake or volcanic eruption; flood,
meaning thereby rising of rivers or streams;
enemy attack or any action talen by the
military, naval, or air forces of the United
States in resisting enemy attack,

The perils as set forth In (1) and (U1)
above, are hereinafter called "excepted
perils"

(2) The Contractor represents that It Is
not maintaining and agrees that It will not
hereafter maintain insurance (including
self-hisurance funds or reterves) covering
loss or destruction of or damage to Govern-
ment property caused by any excepted peril.
and represents that It is not Including and
agrees that it will not hereafter include in
any price to the Government any charge or
reserve for such insurance

(3) Upon the happening of loss or de-
struction of or damage to Government prop-
erty caused by an excepted peril, the Con-
tractor shall communicate with the Con-
tracting Officer and with the Los and Sal-
vage Organization now or hereafter desig-
nated by the Contracting Officer, and with
the assistance of that organlzatlon employed
by the Contractor to perform scrvicc3 In ac-
cordance with instructions or regulatlons of
the Government (unlezs the Contracting
Officer directs that no such organization be
employed), shall take all reasonable ateps to
protect the Government property from fur-
ther damage, separate the damaged and un-
damaged Government property, put all the
Government property in the best possiblo
order, and furnish to the Contracting Oficer
a statement of: (I) The lost, destroyed and
damaged Government property. (11) the time
and origin of the loss, destruction or dam-
age, (i) all lmown interests in commingled
property of which the Government property
Is a part, and (iv) the insurance, if any, cov-
ering any part of or interest In such com-
mingled property. The Contractor rhall be
reimbursed the expenditures made by It In
performing its obligations under this para-
graph (3) (including charges made to the
Contractor by the Lo_- and Salvage Organi-
zation, except any of such charges the pay-
ment ofowhich the Government has,. at Ito
option, assumed direct). as approved by the
Contracting Officer and set forth In a Supple-
mental Agreement.

(4) With the approval of the Contracting
Officer after lozs or destruction of ur damage
to Government property, and subject to such
conditions and limitations as may be Im-
posed by the Contracting Officer, the Con-
tractor may, In order to minimize the loss to
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the Government or In order to permit re-
sumptlon of bu-iness or the lke, sell for the
account of the Government any Item of Gov-
ernment property which he- been damaged
beyond practicable repair, or whIch s so com-
mingled or combined with property of others,
Including the Contractor, that ceparatfon is
Impracticable.

(5) :cept to the extent of any loas or
destruction of or damage to Government
property for which the Contractor is relieved
of liability under the foregoing provisions of
this clause, and except for reaonable e-er
and tear or depreciation, or the utilization
of the Government property In accordance
with the provisions of this contract, the Gov-
ernment property (other than property per-
mitted to be cold) shall be returned to the
Government in a3 gcod condition as when
received by the Contractor in connection
with this contract. In aid of its obligation
co to return the Government property, the
Contractor shall maintain a property con-
trol, accounting and maintenance system
conmstent with good buzine= practice.

(6) In the event the Contractor Is rem-
burced or compansatcd for any lc= or de-
struction of or damage to Government prop-
erty, ca ued by an excepted peril, it shall
equitably reimburse the Government. The
Contractor chall do nothing to prejudice the
Governmieft's rights to recover against third
partlUe for any such los. destruction or
damage and. upon the request of the Con-
tracting Officer, shall at the Government's
expense, furnih to the Government oll re--
sonable =Istanco and cooperation (includ-
Ing the procecutlon of suit and the execution
of instruments of assignment in favor of the
Government) in obtaining recovery.

(7) The Government shall at all times
have acces to the premises wherein any Gov-
ernment property I- located.

(25) Property accountability as set
forth below'

Propertyaccountability. In the event Gov-
ernment property is furnished to the Con-
tractor under this contract, the Contractor
shall maintain nec=ary property control
records and shall identify the Government
Property aa such In accordance with the pro-
vislons of the "1Lfanual for Control of Gov-
ernment Property In Possession of Contrac-
tor" dated March 1951, which is incorporated
herein by reference.

(20) Reporting of royalties as set
forth in § 408.103 of this title.

(27) Patent Indemnification of the
Government by contractor as set forth
In § 408.105 of this title. ,

(28) Specifications and drawings as
set forth below-

Specification and drawing3. The Con-
tractor shall keep on the work a copy of the
drawing and specifications and s at all
times give the Contracting Officer access
thereto. Anything mentioned In the speci-
fications and not hown on the drawings, or
shown on the drawings and not mentioned
in the specifications, shall be of like effect as
if shown or mentioned in both. In case of
difference between drawings and specific-
tions, the specifications shall govern. In any
case of discrepancy in the figures, drawing,
or specifications, the matter shall be imme-
diately submitted to the Contracting Officer,
without whoce decision said dicrepancy shall
not be adjusted by the Contractor, save only
at lis own risk and expense. The Contract-
Ing Officer shall furnish from time to time
such detail drawings and other information
as he may consider necessary, unless other-
wice provided.

(29) Materials and workmanship as
set forth below'

Matcrias and wOr.'maa hfp. Unlez other-
wise specifically provided for In the specid-
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cations, all workmanship, equipment, mate-
rials and articles incorporated in the work
covered by this contract are to be of the best
grade of their respective kinds for the pur-
pose. Where equipment, materials, or ar-
ticles are referred to in the specifications
as "equal to" any particular standard, the
Contracting Officer shall decide the question
of equality. The Contractor shall furnish-
to the Contracting Officer for his- approval
the name of the manufacturer of machinery,
mechanical and other equipment which he
contemplates incorporating in the work, to-
gether with their performance capacities and
other pertinent information. When required
by the specifications, or when called for by
the Contracting Officer, the Contractor shall
furnish the Contracting Officer for approval
full information concerning the materials
or articles which he contemplates incorporat-
ing in the work. Samples of materials shall
be submitted for approval when so directed.
Machinery, equipment, materials and articles
installed or used without such approval shall
be at the risk of subsequent rejection. The
Contracting Officer may require the Contrac-
tor to remove from the work such employee
as the Contracting Officer deems incompe-
tent, careless, insubordinate, or otherwise
objectionable, or whose continued employ-
ment on the work is deemed by the Contract-
ing Officer to be contrary to the public
interest.

(30) Superintendence by contractor as
set forth below-

Superintendence by contractor. The Con-
tractor shall give his personal superintend--
ence to the work or have a competent fore-
man or superintendent, satisfactory to' the
Contracting Officer, on the work at all times
during progress, with authority to act for
him.

(31) Permits and responsibility for
work as set forth below'

Piermits and responsibility for work. The
Contractor shall obtain all required licenses
and permits. He shall be responsible for all
damages to persons that occur as a result
of his fault or negligence in connection with
the prosecution of the work. Except for
"Government Property," as defined in clause
24 (Liability for Government-owned Prop-
erty), the responsibility for which is as stated
in said clause, the Contractor shall be re-
sponsible for all loss or destruction of or
damage to property that occurs as a result
of his fault ornegligence in connection with
the prosecution of the work, and shall be
responsible for all materials delivered and
work performed until completion and final
acceptance. Upon completion of the con-
tract the work shall be delivered complete
and undamaged.

(32) Other contracts as set forth be-
low'

Other contracts. The government may
award other contracts for additional work,
and the Contractor shall fully cooperate with
such other Contractors and carefully fit his
own work to that provided under other con-
tracts as may be-directed by the Contracting
Officer. The Contractor shall not commit or
permit any act which will interfere with the
performance of work by any other Con-
tractor.

(33) Loading and unloading of cars
as set forth below'

Loading and unloading cars. The Con-
tractor shall load promptly all railroad cars
furnished for loading upon his order and
shall unload from railroad cars promptly
upon arrival all shipments consigned to him,
and shall provide storage facilities and other
facilities necessary for these purposes; and
the Contractor shall not order railway cars
for loading unless they can be loaded

promptly and shall not cause or permit
shipments to be consigned to him unless
they can be unloaded from railroad cars
promptly upon arrival.

(34) Accident prevention as set forth
below*

Accident prevention. In order to protect
the life and health of employees in the per-
formance of this contract, the Contractor
will comply with all pertinent provisions of
the "Safety Requirements in Excavation-
Building-Construction" approved by the
Chief of Engineers, December 16, 1941, as
revised January 1, 1946 (a copy of which
is on file in the office of the Contracting
Officer), and as may be amended, and will
take or cause to be taken such additional
measures as the Contracting Officer may de-
termine to be reasonably necessary for this
purpose. The Contractor will maintain an
accurate record of and will report to the
Contracting Officer in the manner and on
the forms prescribed by the Contracting
Officer, all cases of death,, occupational dis-
ease and traumatic injury arising out of
or in the course of employment on work
under this contract. The Contracting Offi-
cer will notify the Contractor of any non-
compliance with the foregoing provisions and
the action to be taken. The Contractor
shall, after receipt of such notice, Imme-
diately correct the conditions to which at-
tention has been directed. Such notice,
when served on the Contractor or his rep-
resentatives at the site of the work, shall
be deemed sufficient for the purpose afore-
said. If the Contractor fails or refuses to
comply promptly, the Contracting Officer
may issue an order stopping all or any part
of the work. When satisfactory corrective
action is taken, a start order will be issued.
No part of the time lost due to any such
stop order shall be made the subject of claim
for extension of time or 'for excess costs or
damages by the Contractor.

(35) Military security requirements as
set forth in § 406.104-12 of this title. o

(36) Bonds as set forth below-
Bonds. If the amount of this contract is

in excess of $2,000.00, the Contractor shall
execute and furnish forthwith the following
Bonds:

(a) Performance Bond on Standard Form
25, or if the Bond is executed by two or more
corporate sureties on Standard Form 25-B,
in the penal sum of the amount set forth
in the Schedule.

(b) Payment Bond on Standard Form
25-A, or if the Bond is executed by two or
more corporate sureties on Standard Form
25-B, in the penal sum of the amount set
forth in the Schedule.

(37) Subcontracts as set fort below-
Subcontracts. If this contract is in an

amount which exceeds $5,000.00, the follow-
Ing provisions are applicable to this con-
tract:

(a) It is the policy of the Government as
declared by the Congress to bring about the
greatest utilization of small business con-
cerns which is consistent with efficient pro-
duction.

(b) The Contractor agrees to accomplish
the maximum amount of subcontracting to
small business concerns that the Contractor
finds to be consistent vith the efficient'per-
formance of this contract.

(38) Gratuities as set forth fh § 406.-
104-16 of tis title.

(39) Examination of records as set
forth in § 406.104-15 of this title.

(40) Ceiling prices as set forth in
§ 406.103- 22 of this title.

(41) The contract clauses as set forth
m § 406.104 of this, title (not otherwie
mentioned in this part) and Part 408 of

this title will be used in accordance with
instructions contained in said section
and part. The clauses set forth In § 400.-
105-5, 406.105-7 and 408.106 of this title
will be used where necessary or desirable
to cover the subject matter contained in
such clauses.

(42) glterations as set forth in § 400.-
105-1 of this title will be used In
accordance with instructions contained
in subparagraph (18) of § 1000.102 (b)

(43) Contractual contents as set forth
in subparagraph (19) of § 1006.102 (b)

(44) Approval as set forth In § 400.-
105-2 of this title will be used in
accordance with Instructions contained
in subparagraph (20) of § 1006.102 (b).

SUBPART 0--SALES CONTRACTS

91006.701 General. Pending Issu-
ance of the portion of Part 400 of thin
title (Armed Services Procurement Reg-
ulation) relating to sales contracts, the
following instructions will apply'

a. All formally advertised sales contracts
will be prepared in the form of General 80rv-
ices Administration Standard Forms 14.

b. All negotiated sales contracts will be
prepared in a form as nearly sitntlar to that
used for advertised sales as the circum-
stances permit, and no such contraots will
be awarded without the prior review and
approval of the Commanding General, Air
Materiel Command, or his duly authorized
representative.

SUBPART 1-BAILTMET CONTRACTS

§ 1006.801 G e n e " a 1. This subpart
sets forth the required and authorized
clauses for use in master ballment agree-
ments.

§ 1006.802 Contract clauses. (a) All
master bailment agreements will consist
of the following clauses In the following
sequence:

(1) Definitions as set forth below,
Definitions. (a) The term "Contracting

Officer" means the person executing this
agreement on behalf of the Government, and
any other officer or civilian employee who is
properly designated Contracting Officer and
the term includes, except as otherwise pro-
vided in this agreement, the authorized rep-
resentative of a Contracting Officer acting
within the limits of his authority.

(b) The term "AF Representative" as used
herein means the Commander of the Air Pro-
curement District or the Chief of the Air
Regional Office having over-all administra.
tive responsibility for the supplies or services
contract in connection with which the prop-
erty is bailed, or the Air Force Plant Repro.
sentative for the Bailee's Plant.

(2) Property loaned under bailmont
agreement as set forth below'

Property loaned under bailment agree-
ment. (a) The Government shall loan to
the Contractor, hereinafter referred to as the
"Ballee," only such property as may be au-
thorized in a Supplies or Services Contract,
Property loaned to the Baileo under a Bail-
ment Agreement is hereinafter referred to as
the "Bailed Property."

(b) Each loan of Bailed Property shall be
evidenced by. a "Bailment AgrQexnont",
signed by the Contracting Officer-nuthorizing
the loan. Each such agreement shall con-
tain all pertinent information with respecb
to the particular lQan, including the pur-
pose of the loan and use to be made of the
Bailed Property, an adequate description of
the Bailed Property, authorization for any
modifications which the Bailee may incor-
porate in the Bailed Property, the Contrac-
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tual authority under which the loan is be-
ing made, the place where the property is
to be delivered to the Bailee and the place
where the property is to be returned to the
Government, the period of balment, and
provisions concerning any records to be
maintained or reports to be furnished to the
Government other than those required here-
in.

(3) Title as set forth below-
Title. Title to the Balled Property shall at

all times remain in the Government. The
Contractor shall maintain adequate prop-
erty control records of the Government Prop-
erty and shall identify the Government
Property as such in accordance with the
provisions of the '"Manual on the Control of
Government Property In the Possession of
Contractors" dated March 1951, which is
incorporated herein by reference.

(4) Access of Government personnel to
bailed property as set forth below-

Access of Government personnel to bailed
Property. (a) The Government shall, at all
times, have access to any building or inclo-
sure where any of the Bailed Property is
located, for the purpose of .inspecting same
(or of removing same upon termination of
the Bailment Agreement) or for the purpose
of observing any experimental research, test-
Ing or development program in connection
with Bailed Property and, in that connec.
tion, may be present at and may observe
any tests pertaining thereto.

(b) In the event that the Government
desires to test any of the Bailed-Property
during the period of Bailment, it shall have
the right to do so at its discretion, but such
test or tests shall be made by representatives
of the Government, with Government pilots
and at the expense and risk of the Govern-
ment.

(5) Use of the Bailed Property and
expenses m connection therewith as set
forth below-

Use of the Bailed Property and expenses fr
connection therewitlh. (a) The Bailee shall
use the Bailed Property covered by any Bail-
ment Agreement only for the purposes spec-
ifled in said agreement.

(b) If aircraft constitutes Balled Property
hereunder, no flight shall be made except for
the purposes stated In the applicable Bail-
ment Agreement or as required for mainte-
nance or replacement of parts of the air-
craft or to enable Bailee to restore or prepare
the aircraft for return to the Governmentin
accordance with the provisions of clause 11
hereof. Plight crews furnished by the
Bailee must receive written approval of the
AF Representative prior to flight, In accord-
ance with AMC Regulation 60-3 or such su-
perseding regulation as may be in effect at
the time of the applicable Balment Agree-
ment issued hereunder.

(c) If aircraft used for testing constitutes
the Bailed Property hereunder, Aircraft
Utilization Reports shall be rendered weekly
by the Ballee In accordance with AMC Regu-
lation 80-2 or such superseding regulation
as may be in effect at the time of the ap-
plicable Bailment Agreement.

(d) None of the Bailed Property shall be
removed by the Bailee from the continental
limits of the United States without prior
written approval of the AS Representative.

(e) The Ballee agrees that it shall, with-
out cost to the Government under this Bail-
ment Agreement, furmlsh all equipment, ma-
terials Including fuel and lubricants (other
than parts furnished by the Government
pursuant to clause 8 of this agreement),
skilled pilots, engineering, labor, and other
personnel necessary In connection with any
use of the Bailed Property. However, noth-
ing. herein contained shall be deemed to pre-
vent Ballee from being reimbursed under a
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cost-plus-a-fixed-fee supply or servlco con-
tract between the Government and the Bllco
for the cost of uch equipment, materials and
services in connection with use applicablo
thereto, or shall be deemed to prevent Ba3lco
from including, In any price charged to the
Government under a fixed-price cuppliss or
service contract, a charge representing a
reasonable allowance for the cot- of such
equipment, material and cervices In connec-
tion with use applicable thereto. Bailce
shall not be entitled to reimbursement of
cost under any cost-plus-fted-fee contract
or adjustment of prices under any fix-d-prico
contract solely by reason of any Bailment
Agreement.

(6) Modifications of Baled Property
as set forth below-

Modifications of Bailed Property. Unles
otherwise speciflcally provided In a Ballment
Agreement, the Ballee shall not modify In
any manner, Bailed Property or parts thereof.

(7) Maintenance of Bailed Property
as set forth below,

Maintenance of Bailcd Property. (a)
Bailee shall conduct an initial Inpection
upon receipt of the Bailed Property to de-
termine Its condition, shall maintain records
of such Inspection and nhall maintain the
Bailed Property in good repair and condi-
tion at all times thereafter until returned
to the Government. Except as hereinafter
stated, such maintenance of each Item of
Bailed Property shall be accomplished by
Bailee in accordance with the basic T-chinical
Order Service Handbook for such property
provided by the Government. Howver, if
there is no handbook applicable to the par-
ticular Item of Bailed Property, maintenance
by Bailee shall conform to good nductrial
practice. Ballee shall accomplish and main-
tain current records of all such maintenance
for review by the AF Repre:ntatve.

(b) If aircraft or aircraft engines consti-
tute Bailed Property hereunder, the Ballce
shall comply with the current Issue of AP
Technical Order 02A-1-1 or 02B-1-1 as ap-
plicable and with the current Issue of AP
Technical Order 00-20A-1. In addition,
Ballee shall alw comply vth the provisiona
with respect to visual Inspection contained
In any other Technical Order. applicable to
the particular aircraft bailed hereunder from
and after the date or dates upon whlch such
Technical Orders are furnished to Bailc by
the Government. The Ballee shall also make
entries required by the current Issuo of AF
Technical Order 00-35D-2G3 and 01-1-81 In
Form 263. Ballee ahall not be required to
perform overhauls of aircraft or aircraft
engines. Necessary compliance with Tech-
nical Orders and related maintenance re-
quirements relating to bailed aircraft or
aircraft engines, other than those enumer-
ated above shall be accompliched by the
Government: Provided, hotccrcr, That Bailce
may, with the prior written concent of the
AF Representative, comply with 'TRd Cross
Technical Orders" or "Red Diagonal Tech-
nical Orders" which Ballee Is able to accom-
plish properly with the facilitie and
personnel available to the Ballee.

(c) The Government. acting through the
AF Representative, shall have the right at Its
discretion to take pozession of or ground (in
case of aircraft) any qf the Bailed Property
at any time, to accomplish compliance with
any Technical Orders or maintenance re-
quirements relating thereto.

(d) The Bilee shall conduct perlodlc sur-
veys to confirm the condition, adcquacy of
storage facilities, and neccsty for retention
of all Bailed Property and shall promptly
correct any unstisfactory maintenance or
storage conditions. Thee periodic surveys
shall be conducted In addition to Or concur-
rently with all other inspection and Tech-
nical Order compliance requirements of this
agreement and shall in no way affect such

other requIrcment-. The Balee nn', mIn-
tain record- of such prlcdlc aurveys for re-
view by the AS Repreasntatlve. Frequency
of such surveys shall be In accordance vth
the folloAng:

(1) Not lc than once eery three months
for alrcraf, engines, motorized equipment.
mechanically or lectrically operated equip-
ment and siilar property.

(2) Not less than once every six months
for other Property.

(8) Replacement parts as set forth
below"

nRc acement parts. (a) If the Contract-
Ing Ofcer determinej It to be advantageous
to the Government, the Government may. at
its expense. furnish to the Ballee at the place
where the Balled Property is located:

(1) Such replacement parts as may be re-
quired from time to tim3 for such Bailed
Property bccauce of (i) reasonable wear and
tear re:ulting from authorized uage or (it)
lo- or dctruction of or damage to such
Balled Property for which the Bailee is not
liable under the provision of clause 13 hereof;
and

(2) Such new or additional parts as may
be required from time to time for in-stalla-
tion In or on such Bailed Property to accom-
plish compliance with Technical Orders.

(b) If aircraft constitutes Bailed Prop-
erty hereunder the Government, at the re-
quest of the Ballee, rhall deliver to the Ba3lee
at the place whera the Bailed Property 13
then located:

(1) Such replacement parts ca maybe re-
quired from time to time as determined by
the Contracting Offcer as necs-ary replace-
ment on such aircraft becauze of (1) rea-
sonable wear and tear resulting from au-
thorized usage or (U1) lor or destruction of
or damage to ruch bailed aircraft for which
the Ballee is not liable under the provIsions
of clause 13 her;of; and

(2) Such new or additional aircraft parts
as may be required from time to time as de-
termined by the Contracting Oicer to be
necessary for Installatlon In or on such bailed
aircraft to accomplish compliance with ap-
plicable Technical Orders.

(c) All parts furnished by the Govern-
ment pursuant to this clause shall be ac-
counted for as Government-furni-hed prop-
erty In accordance with Manual for Control
of Government Property In Possesson of
Contractor, dated March 1951.

(9) Duration as set forth below'
Duration. (a) The period of time during

w7hich Bailed Property may be loaned to the
Balee shall be ret forth In the Bailment
Agr-eement and call not extend beyond the
date upon which the purpose of the balment
has been accompllshed and n any event shall
expire on the date of delivery or time of per-
formance Ct forth In the supplies or services
contract in connection with which the prop-
erty Is being loaned: Provided, ftawerer, That
the Government may, at ito sole will, prior to
the date speclfiled in the Ballment Agreement
terminate such agreement. The Govern-
meat may pro-ide for the retention by the
Balee of any item of Bailed Property for uze
in connection with other specific supplies or
servico contracts If authorized by such con-
tracts by meas of an additional Bailment
Agreement.

(b) in the event the purpose of the Bail-
nent is accomplished prior to the date of
expiration of the bailment period stated in
the B.-ailment Agreement, the Bailee shal
notify the Contracting O2=e and request
disposition instructions for the Bailed
property.

(10) Delivery of Balled Property to
the Baflee as set forth below:

DeZircry of Rallcd Property to the Baile-e.
Tho Government shall deliver the Bailed
Property to the Bailee at the location spec-
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ifled in the Bailment Agreement issued pur-
suant hereto as soon as possible after Is-
suance of such agreement.

(11) Return of Bailed Property to the
Government as set forth below*

Return o1 Baited Property to the Govern-
ment. (a) Bailed Property shall be returned
to the Government In as good condition as
when delivered to the Bailee except for rea-
sonable wear and tear or depreciation re-
sulting from authorized use.

(b) Upon expiration or termination of any
Bailment Agreement, the Ballee shall imme-
diately discontinue 'use of all Bailed Prop-
erty furnished pursuant to such agreement;
and the Bailee shall restore such Balled
Property to the same condition as it was in
when delivered to the Bailee, reasonable
wear, tear and usage excepted, unless the
Contracting Officer directs the Bailee in writ-
ing to return the Bailed Property as modified
in accordance with the Ballment Agreement
covering said property. If the Contracting
Officer gives such a direction, Bailee may xe-
move from the Bailed Property any equip-
ment-installed by Bailee which is owned by
the Bailee and shall make such repairs and
installations as may be necessary to restore
the Bailed Prolerty to the same working
condition such property was in when re-
ceived by Bailee, reasonable wear, tear, usage
and authorized modifications excepted. Any
of the Bailed Property not pe-manently in-
stalled In aircraft-constituting Bailed Prop-
erty hereunder or any aircraft which cannot
be returned as provided in paragraph (c)
below, shall be properly packed, boxed and
crated by the Bailee for return to the Gov-
ermnent. Upon compliance with the fore-
going, a certificate from the AF Represent-
ative to the effect that the Bailed Property
Is in, or has been restored to,.the condition
required by this clause shall be furnished to
the Bailee. Nothing contained in this para-
graph shall be deemed, to require the Bailee
to assume the cost of restoring or repairing
property damaged or destroyed or to assume
the cost of replading any loss- as to which
the Bailee is relieved from liability under
the provisions of clause 13 of this agreement.

(c) If aircraft constitutes Bailed Property
hereunder, such aircraft, unless grounded,
shall, subject to the provisions of paragraph
(b) above, be prepared by Bailee for flyaway
by a Government pilot and Ballee shall fur-
nish without cost to the Government under
any Bailment Agreement all aircraft engine
fuel, lubricating oil and cooling fluid re-
quired for said flyaway In the amount to be
designated by the Government pilot. All
aircraft prepared for flyaway as provided
herein and property permanently installed
In such aircraft shall be delivered to the
Government at such flying field as may be
designated- as the point for such delivery
in the applicable Bailment Agreement or,
in the absence of such designation, at a fly-
ing field designated by, the Contracting Of-
ficer in the vicinity of the Balee's plant.
Any aircraft which is grounded shall be pre-
pared for shipment and return to the Gov-
ernment n accordance with instructions fur-
nished by the Contracting Officer.

(d) If property other than aircraft is to
be shipped at the expense of the Govern-
ment, it shall be shipped on Government
bills of lading, and the, Bailee shall make
application therefor on forms furnished by
the Government. Descriptions inserted in
Government bills of lading shall comply with
the rules and provisions of the freight clas-
sificatiohs and tariffs of the carrier or car-
riers involved. Such Bailed Property shall
be returned to the Government as follows:

(1) Any shipment occupying sufficient
space in a railroad car to constitute a ship-,
ment subject to carload freight rates shall
be delivered f. o. b. carrier's equipment at
the location specified in the Ballment Agree-
ment, and I
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(2) Any shipment subject to less-than-
carload freight rates shall be delivered
f. o. b. freight station at such location.

(12) Liquidated damages as set forth
below*

Liquidated damages. (a) If aircraft con-
stitutes Bailed Property hereunder and if
the Contractor fails to return the aircraft on
the date specified in the Bailment Agree-
ment for such return (or as the same may
be extended in writing by the Contracting
Officer), the actual damage to the Govern-
ment for the delay Will be impossible to
determine, and therefore in lieu .thereof the
Contractor shall pay to the Government -as
fixed, agreed, and liquidated damageg for
each calendar day of delay the amount set
forth in the- Bailment Agreement loaning
such aircraft and designated as "Liquidated
Damages"

(b) The Contractor shall not be charged
with liquidated damages when the delay
arises out of causes beyond the control and
without the fault or negligence of the Con-
tractor.

(c) The rights and remedies of the Gov-
ernment provided in this clause shall not be
exclusive and are .in addition to any other
rights and remedies provided by law, under
this Ballment Agreement, or under any sup-
plies contract authorizing the loan of the
aircraft bailed hereunder.

(13) Risk of lo'ss or damage, and lia-
bility. for Bailed Property as set forth
below'

Risk of loss or damage, and liability for
Bailed Property. (a) The Ballee shall be
liable for all loss or destruction of or dam-
age to Bailed Property except as otherwise
provided by the terms of this clause.

(b) The Balee shall not be liable for loss
or destruction of or damage to the Bailed
Property provided such loss is:

(1) Caused by reasonable wear and tear
or depreciation .resulting from authorized
use; or

(2) Caused by any peril while the prop-
erty Is in transit off the Balee's premises,
or

(3) Caused- by any of the following perils
while the property is on the Ballee's or a
subcontractor's premises or other, premises,
or by removal therefrom because of any of
the following perils: ire; lightning; wind-
storm, cyclone, tornado, hail; explosion; riot,
riot -attending a strike, civil commotion;
vandalism and malicious mischief; aircraft
or objects falling therefrom; vehicles run-
ning on land or tracks, excluding vehicles
owned or-operated by the Contractor or any
agent or employee of the Contractor; smoke,
sprinkler leakage; earthquake or volcanic
eruption,' flood, meaning thereby, rising of
rivers or streams; enemy attack or any ac-
tion taken by the military, naval or air
forces of the United States in resisting enemy
attack; or

(4) Caused ty any other peril unless such
loss, damage or destruction occurred by rea-
son of failure of the Balee or of any of its
directors, officers, agents, or employees who
have supervisory or directional control of.all
or a part of the operations of the Bailee to
exercise with'respect to such Bailed Prop.
erty the same degree of care which a reason-
ably prudent businessman, operating under
currently comparable circumstances, would
exercise with respect to his own property of
the same type.

(c) If aircraft constitutes Bailed Property
hereunder the Ballee shall not be liable for
loss or destruction of, or damage to such
aircraft occurring during the course of op-
eration of such aircraft nor to Bailed Prop-
erty hereunder which at the time of such
loss, destruction or damage, Is being used In
or on an aircraft during the operation of
such aircraft if personnel conducting such
operation were either (1) furnished by the

Government or (1i) approved in writing b- ,

the AF Representative In accordance with
clause 5 above, and f the Bailed Property is
at the time of such loss, destruction or dam-
age, being used for purposes authorized by
the applicable Bailment Agreement. The
term "operation" as used herein Inoludes
both flight and ground 'operations, and in-
cludes the operation of the airplane, prime
and auxiliary power plants, the landing gear
controls, the flight controls and brakes and,
while the airplane is being towed, the oper-
ation 9f any, vehicle used in such towing.

(d) Ballee represents that it is not main-
taining and will not hereafter maintain In-
surance (including self-insurance funds and
reserves) covering loss or destruction of or
damage to the Bailed Property for which
it is relieved of liability by paragraphs (b)
and (c) of this clause, and represents that
it Is not including and agrees that It will not
hereafter include In any price to the Gov-
ernment any charge or reserve for such in.
surance; provided, however, that nothing
contained in this paragraph shall be doomed
to apply to insurance approved or required
by. the Contracting Officer pursuant to any
cost-type contract between the Government
and the Bailee, If any sums shall be recov-
ered by the Balee as the proceeds of insur-
ance policies applicable to the Bailed Prop-
erty, the Bailee shall equitably reimburse
the Government. The Balleo agrees that it
will .do nothing to prejudice the Govern-
ment's right to recover against third parties
for any loss or destruction of or damago to
the Bailed Property, and will on request co-
operate with the Governmont In effecting
recovery against such third parties.

(14) The clauses required by §9 406.-
103-15, 406.103-16, 400.103-18, 400.103-
19 and 406.103-20 of this title are In.
cluded in this agreement.

SUBPART r-FACILITIES CONTRAOTS

§ 1006.901 General. This subpart
sets forth required and authorized
clauses for use In contracts whereby the
Government furnishes to the contractor
facilities, including th9se whereby, as a
portion thereof the contractor furnishes,
or acquires, additional facilities for the
Government.

No=s: As of this date, contracts whereby
the Government, only, furnishes facilities,
are not set forth In this subpart.

§ 1006.902 Contract clauses. (a) All
contracts for furnishing facilities to a
contractor, and which contracts also pro-
vide for the manufacture, supply, or ao-
quisition by the contractor of facilities
will be prepared and issued solely by
Headquarters, Air Materiel Command
and/or such other activity as may be
designated by Headquarters, Air Materiol
Command, and will include the following
clauses in the following sequence:

(1) Facilities to be provided as sot
forth below'

Facilities to be provlded-(a) By the Con-
tractor. (1) The Contractor shall with duo
expedition perform the Items of work set
forth in Part 1 of the attached Schedule,
subject to the approval requirements set
forth therein, for the consideration set forth
in Part 5 of said Schedule,

(2) Thp app:ovas required for the fore-
going shall be requested by the Contractor
prior to performance; but the Contracting
Officer may at his discretion grant such ap-
provals subsequent to performance with lIko
effect as if granted prior to performance,
Normally, no item shall be approved for
manufacture or acquisition hereunder until
It has been determined that a suitable like
item cannot be furnished by the GOvernment
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(Department of the Air Force) out of its
Industrial Reserve; however, such require-
ment can be waived solely at the discretion
of the Contracting Officer.

(3) The Government reserves the right to
furnish to the Contractor f. o. b. cars or car-
rier's equipment at Contractor's plant or at
the point nearest thereto that rail carrier
service is available any or all of the facilities
to be provided by the Contractor hereunder
m lieu of the providing thereof by the Con-
tractor. In the event the Government exer,-
cres this right this contract shall be consid-
ered terminated to the extent necessitated
by such furnishing.

(b) By the Government. (1) The Gov-
ernment shall furnish to the Contractor the
existing Government-owned facilities set
forth in Part 2 of the attached Schedule.
Such property shall become subject to all the
terms and conditions hereof upon receipt
thereof by the Contractor unless another
effective date is specified in Part 2 of the
attached Schedule.

(2) Such facilities shall be provided with-
out warranty expressed, or implied on the
part of the Government as to serviceability
or fitness for use, subject to the right of the
Contractor seasonably to inspect and reject
the same for good and sufficient reason. All
personal property included In the facilities
provided pursuant to this paragraph (b) not
presently located at the location specified
in Part 3 of the attached Schedule, will be
delivered to the Contractor at such plant or
at the point nearest thereto that rail carrier
service Is available, as adon as practicable
after-the date of approval of this contract,
transportation charges prepaid.

(2) Factual appendices as set forth
below-

FaOctIl appendices. Within three months
after the date of approval of this contract,
and at three-month intervals thereafter dur-
ing the life of this contract, Contractorshall
submit a list of the facilities provided here-
under and not previously listed, together
with a list of any necessary changes or dele-
tions of items on previous lists: Provided,
however, That no uch lists shal be required
for any period in which there have been no
additions to or changes or deletions of prev-
ious listings. Such lists will be identified as
"Factual Appendix A" to this contract or
supplements to such appendin They will
contain (1) a summary, by categories, of
expenditures to date under this contract, (2)
a list of all recoverable items of property
provided hereunder for which reimbursement
is made hereunder and (3) a list of Govern-
ment-furnished property provided hereunder
and shall be in a form to be agreed upon
between the Contractor and the Contracting
Officer. Such lists shall be certified as cor-
rect by a responsible representative of the
Contractor. Upon approval thereof by the
Contracting Offcer they will be transmitted
to Headquarters, Air Mathriel Command.
Upon approval and distribution thereof such
lists shal be considered incorporated herein
by reference, it being understood, however,
that such lists will be binding upon the par-
ties hereto only to the extent that they do
not conflict with the supporting docu-
mentation.

(3) Place and time of installation as
set forth below- I

Place and'time o1 instaltion. The facili-
ties provided hereunder as described in
clause 1 hereof shall be located or installed
In the location set forth In Part 3 of the
attached Schedule. The Contractor agrees
to use its best efforts to have such facilities
installed and/or otherwise prepared for use
on or before the date set forth In Part 4 of
the attached Schedule.

(4) Title as set forth below'
Title. (a) Title to all property furnished by

the Government shall remain In the Govern-
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ment. Title to all property purcl d by the
Contractor, for the coat of which the Con-
tractor is entitled to be reimburcsd as a di-
rect Item of cost under this contract, shall
pass to and vest in the Government upon de-
livery of such property by the vendor. Title
to other property, the cost of Which Is reim-
bursable to the Contractor under thl con-
tract, shall pass to and vest in the Govern-
ment upon (1) issuance for use of ouch prop-
erty in the performance of this contract,
or (H) commencement of procesing or use
of such property in the performace of this
contract, or (111) reimburmement or the cost
thereol by the Government, whichever first
occurs.

(b) All personal property for the cost of
which the Contractor Is entitled to be relm-
bursed hereunder and all other Government-
owned personal property provided hereunder
shail remain personalty although aMfixed to
realty not belonging to the Government.

(5) Workmanship as set forth below'
Workmanship. All work required under

this contract shall be executed In the most
economical and workmanlle manner in
strict conformity with the bot standard
practices and ao~materll, workmanship and
facilities shall be subject to insrpectlon and
test by representatives of the Government.

(6) Use and charges therefor as set
forth below-

Use and charges therefor. (a) The Con-
tractor may subject to the termination pro-
visions hereof, use all or part of the facill-
ties provided hereunder without charge in
the performance of (1) all negotiated Air
Force prime contract, which authorize such
no charge use or the price or fee of which
is contingent upon such no charge use, (11)
subject to the approval of the Contracting
Officer, subcontracts under any such Air
Force prime contracts and (ill) to the ex-
tent such use will not interfere with the
foregoing and subject to the appsoval of the
Contracting Officer, prime and subcontracts
of other Government agences v.hich author-
ize such no charge use or the price or fee of
which is contingent upon such no charge use.

(b) The Contractor may alco with the
prior approval of the Contracting Olicer, use
the facilities provided hereunder in the per-
formance of incidental work other than that
hereinabove authorized to the extent that
such additional work will not interfere with
the performance of the work hereinabove au-
thorized: Provided, That the Contracting
Officer determines that such other use is in
the interest of the Government, and that
the Contractor Is not thereby placed In a
favored competitive posltion. At rs months'
intervals during the life of the contract and
at the termination thereof Contractor rhall
submit a detailed report to the Contracting
OMcer of all such other use performed dur-
ing the preceding period. Such reports shall
be supported by such records as ore necessary
to Insure equitable action hereunder. Upon
submlzslon of such recort the Contractor
and the Contracting Officer will promptly
negotiate to determine the extent of use
during the period covered by such report
and the consideration therefor. Such
amount shall be computed upon the basis
of the extent of the use at rate3 based upon
actual or estimated original acquslition cot
of the facilities used. Such rates r1all be
5 percent per annum for land and land im-
provements, 8 percent per annum for build-
ings and building Installations, 12 percent
per annum for machinery and equipment
and 25 percent per annum for portable tools
and automotive equipment In the event
of a failure to agree In ouch .negotlations
the resulting dispute shall be settled In ac-
cordanco with the procedures provided in
the clause hereof entitled "Disputes." Tho
Contractor shall upon demand of the Con-
tracting Officer except in the event an appeal
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li pending or to be filed forward his chect
payable to the Treasurer of the United States
for the amount due through the Contracting
Officer to the Commanding General, Head-
quarter, AMC. Wright-Patterson Air Force
Bace, Ohio, Attention MCCBXA.

(c) The Contractor represents that It hes
eliminated or will eliminate from the prices
and, for the purpose of computing fees, from
the estimated cost, charged for all contracts
to be performed by the Contractor using fa-
cllties provided hereunder on a no-chmge
basis any charges or allowances (including
amortization and depreciation) included
therein for the facilities provided hereunder
exclusive of charges for costs Incurred in
the performance of obligations Impozed here-
under, and in making application for per-
riaion to use facilities provided hereunder,
Contractor shall so state. It is agreed that
nothing in this contract shall be interpreted
as preJudicing any rights that the Contractor
may have to be reimbursed under other con-
tracts between the parties hereto for the
cost of performing obllgatlons imposed here.
under and not made reimburzable hereunder.

lIor=: Where appropriate, the clause as set
forth in subparagraph (6) followingshall be
used In lieu of that set forth above.

(6) Use and charges therefor as set
forth below-

Ue and Charges therefor. (a) The Con-
tractor may. subject to the termination pro-
vLIions hereof, use the facilities provided
hereunder in the production under Govern-
ment prime or subcontraet3 of the items for
which they were provided,

(b) The Contractor may also, with the
prior approval of the Contracting Ofcer, use
the faclitics provided hereunder In the per-
formance of incidental work other than that
hereinabove authorized to the extent such
additional work will not interfere with the
work herelnabove authorized; provided that,
the Contracting OMcer determines that such
other uce IS in the Interest of the Govern-
ment and that the Contractor Is not thereby
placed in a favored competitive position.

(c) In con.ideratlon for ouch use Contrac-
tor shall pay a use charge computed at the
following rates:

Land and land improvements, 5 percent p-r
annum: bullding3 and building installations,
8 percent per annum; machinery and equip-
ment, 12 percent per annum; portable tcois
and automotive equipment, 25 percent per
annum.

Such use charge shall. be computed upon the
cot to the Government of the Items of fa-
cilities for which reimbursement is matie
hereunder exclusive of the cost of tran:-
portation, where transportation costs azs
nvoiced separately, and Installation, ard
upon the actual or, when actual Is not avall-
able, the eztimated original acquisition cost
of the items of facilitit furnished by the
Government hereunder (exclusive of the cost
of tramportation, installatlon, and repair),
as such costs are agreed upon with the Cot-
tracting Ofilcer. Such charges shall be cont-
puted on the basis of calendar months of
use; provided that. (1) in the event that any
item of facilltla Is not used for a period of
fifteen consecutive calendar days In any cal-
endar month, the charge payable for such
Item of facilities shall be one-twenty-first
()/) of the monthly charge for each day or
part thereof in sald calendar month that
ouch Item Is used: and provided that (i) a
prorated charge shall be made for fi-actionan
calendar months at the commencement nf
use of each-item and at the effective date
of the total or partial termination of this
contract. Payment of such monthly rental
charges shall bo due on the fifteenth o each
calendar month for the 31receding calendar
month's use and shall be effected by malligu
or delivering to the Contracting OMfcer a
check payable to the Treasurer of the United
States accompanied by a statement in trip1-
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cate explaining the computation of the
amount thereof.

(d) It is agreed that nothing in this con-
tract shall be interpreted as prejudicing any
rights that the Contractor may have to be
reimbursed under other contracts between
the parties hereto for the cost of perform-
Ing obligations Imposed hereunder and not
made reimbursable hereunder.

(7) Reimbursement as set forth below*
Reimbursement. (a) 'The Government will

?ay to the Contractor upon Inspection and
icceptance by the Contracting Officer of the
Items or the work specified In Part 1 of
ittached Schedule, subject to the provisions
Df paragraph (c) of this clause, the direct
:osts and the overhead designated in Part
5 of the attached Schedule determined 1n
accordance with Part 2. Section XV of the
P.rmed Services Procurement Regulation for
Items other than construction, and in ac-
,ordance with Part 4 of said Section XV
[or items of construction, if any.

(b) It has been determined by the Con-
bractIng Officer in advance and agreed to by
the contracting parties for the purpose of
Amplfying auditing procedures applicable
thereto, that the overhead rate or rates set
forth In Part 5 of the attached Schedule rep,-
resent an amount equal to a reasonable" and
proper proportionate share of all of the Con-
tractor's overhead and General and Admin-
istrative expense applicable and allocable to
the performance of this contract and as 'ex-
:luding -ny expenditures for Items of cost
[or which 4direct reimbursement is 'provided
elsewhere in this contract. 'Unless -the prior
approval of the Contracting Officer is ob-
tained, the Contractor shall not change Its
method of accounting -under this contract
In such manner as to account for any item
Df cost on u direct cost basis if such Item
Df cost was considered as an indirect charge
for the purpose -of establishing the over-
head rate or rates set forth in .Part 5 of -the
attached Schedule. All, amounts reinrbursed
hereunder 'hfl be withdrawn from the ap-
propriate overhead pool 'or 'pools prior to
the allocation of overhead to other contracts
with the Government or Suppliers of the
Government and nothing in this contract
shall be interpreted as -prejudicing any rights
that the Contractor may have to be xelm-
bursed,under other contracts between the
parties hereto for overhead including 'Gen-
eral and Administrative expense allocable
to this contract in excess of the amount
made reimbursable hereunder for such costs.

(c) The Government will currently reim-
burse the Contractor for such expenditures
made in accordance with this clause as may
be approved or ratified by the Contracting
Officer upon certification and verification by
the Contracting Officer of the original signed
payrolls for labor, the original paid Invoices
for facilities and materials, or other original
papers: Provided, however That in the event
it is Impracticable to furnish the Contracting
Officer with original signed payrolls for labor,
Driginal paid Invoices for facilities and mate-
rials, or other original papers, the Contractor
ghall furnish evidence in a form zatisfactory
to the Contracting Officer covering expendi-
tures to be reimbursed under this clause.
Dencrally payments hereunder 'will be made
monthly. but may 'be made at more fre-
zuent intervals If the conditions so warrant.
Such current reimbursement shall include
partial and progress payments made to sub-
:ontractors or suppliers for machine tools
and/or construction projects ordered here-
ander In those cases where the subcontrac-
tor or supplier requires partial payment
therefor and the subcontract or purchase
agreement therefor contains a partial pay-
nents clause approved in writing by the Con-
bracting Officer and not less favorable to the
3overnment than the partial 'payments
:lause set forth in Joint Procurement Reg-
alation 5-407.2; provided that each such par-

tial payment is specifically approved in writ-
Ing by the Contracting Officer.

(d) 'There has been allotped for the per-
formance 'of this "ontract the total sum set
forth in Part 6 of the attached Schedule.
This sum may 'be increased from time to
tlime by the Government solely In its dis-
cretion. 'Upon the making 'of any such in-
crease the Contracting Officer shall amend
this contract accordingly. Notwithstanding
any -other provisions of this contract the
Contractor shall not be bound to take any
'action in connection with the performance
of this contract that would cause the
amount for whic the Government will be
obligated hereunder to exceed the sum
allotted for this contract, and the obligation
of the Contractor to proceed with the per-
formance of this 'contract shall be limited
accordingly. If at any time the Contractor
'has reason to believe that the amount to be
expended or committed by it in the next
succeeding 30 days, when added to all pre-
vious expenditures and commitments will
exceed 75 -percent of the sum allotted for
this contract, it shall Xnotify the Contract-
ing Officer to that effect, giving an estimate

-s to the 'percentage of completion of the
items of work s6t forth in Part 1 of the at-
tached Schedule, so that a determination
may be made as to whether or not additional
funds will be allotted for this contract. Any-
thing in this contract to the -contrary mot-
withstanding, the Government shall not be
obligated to pay to the Contractor either for
the reimbursement of expenditures or other-
'wise any amount in excess of the sum al-
lotted -for this contract: Promded, however,
That if the Contractor makes any expendi-
tures for which funds-are not allotted, the
Contracting Officer may ratify such expendi-
tures when funds are allotted.

(e) In securing all facilities, parts, ma-
terials and services required for the per-
formnance of this contract from sources other
than the Contractor, the Contractor shall
obtain competition to the maximum prac-
tical extent and shall take advantage of the
most advantageous prices with due regard
to securing adequately prompt delivery of
satisfactory facilities, parts, materials and
services.

(f) The Contractor represents that the
costs Incurred and for which It is reimbursed
under this contract are not and will not be
included as an element of cost in any other
contracts with the Government or suppliers
of the Government and that the overhead
rate or rates sef forth in Part 5 of the at-
tached Schedule do not include any allow-
ance for profit.

(g) The cost-plus-a-percentage-of-cost
system of contracting shall not be used by
the Contractor in procuring articles, mate-
xials, supplies or services required for the
performance of this contact.

(h) Oveftime work for which compensa-
tion at rates in excess of regular or straight
time compensation will be charged shall be
performed hereunder only to the extent ex-
pressly authorized in writing by the Con-
tracting Officer.

NorE: Provisions of the reference "Part
2, Section XV of the Armed Services Procure-
ment Regulation" in a foregoing clause are
contained in Subpart B, Part 414 of this title.
Provisions of the reference "Part 4 of Section
XV" in a foregoing clause are contained in
Subpart D, Part 414 of this 'itle.

(8) Rigbtof diversion as set forth be-
low:

"Right o diversion. The Government re-
serves the right when It is determined by the
Air Force to -be "In the best interest of the
Govei~nment to direct the delivery of any or
all of the facilities acquired by or furnished
to the Contractor hereunder to locations
other than those specified in this contract.
It is also agreed that the Contractor shall, at
the request of the Contracting Officer, when

It Is determined by the Air Force to be In
the 'best interest of the Government, assign
-to the Government or to any designated
third party or ,parties, purchase orders or
subcontracts of the Contractor for any or all
of the facilities to be acquired under this
contract. V

(9) Taxes and utilities as set forth
below-

Taxes and utilities. (a) The Contractor
agrees to pay to proper authority when atnd
asthe same become duo and payable, all
taxes, assessments and similar charges
which at any time prior to the final settle-
ment of this contract are properly and le-
gally taxed, assessed or Imposed upon the
Contractor's Interest made or created pur-
suant to the provisions of this contract,
with respect to part or all of the facllities
provided hereunder or the use thereof.

(b) The Contractor agrees to pay all
claims or charges for or on account of
water, light, heat, power and any other
services or utilities furnished to or with
respect to the site, buildings, or the ma-
chinery and equipment or any part therebf.

(10) Access as set fortfi below*
Access. The Government shall at all

times have access to the promises wherein
any of the facilities provided hereunder are
located for the 'purpose of inspecting and
inventorying the same or for the purpose of
removing them as authorized under the
ternU-of this contract.

(11) Report to be furnished by tho
contractor as set forth below'

Reports to be furnished by the'contractor.
The Contractor, insofar as It Is ablo, shall
furnish the Government, 'upon written re-
quest therefor, such reports, estimates, and
other information regarding the subject
matter of this contract as the Contracting
Officer finds necessary and reasonable, Re-
quests for such reports, estimates and other
information shall sot 'orth the nature of the
information sought and the form in which
such information is to be furnished,

(12) Records and books of account as
set 7forth below.

Records and books of account. (a) Tho
Contractor agrees to 'keep records and books
of account, showing the cost to it 61 all items
of labor, materials, equipment, suppliei,
services, and other expenditures of what-
ever nature for which reimbursement Is au-
thorized under the provisions of this con-
tract. The method of accounting used by
the Contractor shall be subject to the ap-
proval of the Contracting Officer: provided,
no material change will be required therein
if it conforms to good accounting practice
and the costs are readily ascertainable there-
from. The Contractor shall-preserve all
books, papers and other accounting records
pertaining to work under this contract for a
period of at least five years after the signing
of the final termination settlement agree-
ment for this contract. If at any time after
such five-year period has expired, the Con-
tractor desires to dispose of any of said
books, papers or accounting records, he shall
notify and request permission from the Con-
tracting Offieer, who shall either authorize
their destruction, unless applicable statutes
otherwise direct, or notify the Contractor to
turn them over to the Government.

(b) The Contractor agrees that its books
and records and its plant, or such parts
thereof as may be engaged in the perform-
ance of this contract, shall at all reasonable
times be subject to inspection and audit by
any authorized representative of the Depart-
ment.

(c) The Contractor shall cause a provision
corresponding to that contained in para-
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graph (b) hereof to be included in all sub-
contracts hereunder.

(d) The Contractor also agrees to main-
tam adequate property control records and
a system of identification of the facilities
provided hereunder in accordance with the
provisions of the "Manual for Control of
Government Property In Possession of Con-
tractors" m effect on the date of this con-
tract. As-part of such control system Con-
tractor shall take a physical Inventory of the
facilities provided hereunder at least once
a year. A certificate of such inventory listing
and properly identifying all losses and dam-
ages which have occurred since the taking of
the last previous inventory shall be delivered
to the Contracting Officer upon the comple-
tion of each such inventory.

(13) Possession as set forth below,

Possession. Except as otherwise in this con-
tract specifically provided, the Contractor
shall not remove or otherwise part with the
possession of any of the facilities provided
hereunder, pledge or assign, transfer or pur-
port to transfer title to any of such facilities
in any manner to any third person either
directly or indirectly, permit the use by
others of any of such facilities, nor do or
suffer anything to be done whereby my of
such facilities may be seized, taken in execu-
tion, attached, destroyed, or njured.

(14) Liability for Government-owned
property as set forth below'

Liability for Government-owned property.
(a) Contractor shall not be liable for any,
loss of or damage.to the facilities provided
hereunder or for expenses incidental to such
loss or damage, except that the Contractor
shall be responsible for any such loss or dam--
age (including expenses Incidental thereto)

(I) Which results from any risk other than
an "excepted" peril. For this purpose ex-
cepted perils are defined as any of the fol-
lowing perils while the property is on the
Contractor's or subcontractor's premises, or
on any other premises where such property
may properly be located; or by removal there-
from because of any of the following, perils:

(I) Fire; lightning; windstorm, cyclone,
tornado, hall, explosion; riot; riot attending
a strike, civil commotion, vandalism and
malicious mischief, sabotage, aircraft or ob-
jects-alling therefrom; vehicles running on
land or tracks, excluding vehicles owned or
operated by the Contractor or any agent or
employee of the Contractor; smoke; sprinkler
leakage; earthquake or volcanic eruption;
flood, meaning thereby, rising of a body of
water; hostile or warlike action, including
action in hindering, combating, or defending
against an actual, impending or expected at-
tack by any Government or sovereign power
(de jure or de facto), or by any authority
using millEary, naval, or air forces, or by
an agent of any such government, power,
authority, or forces, or

(II) Other peril of a type not listed above,
If such other peril is customarily covered by
insurance (or by a reserve for self-insurance)
in accordance with the normal practice of
the Contractor, or the prevailing practice in
the industry in which the Contractor Is en-
gaged with respect to similar property in
the same general locale.

(ii) Which results from a risk expressly
required to be insured against hereunder, but
only to the extent of the insurance so re-
quired to be procured and maintained or to
the extent of insurance actually procured
and maintained, whichever is greater;

(in) Which results from a risk which is in
fact covered by insurance or for which the
Contractor is otherwise reimbursed, but only
to the extent of such insurance or reimburse-
ment;

(iv) Which results from willful miscon-
duct or lack of good faith on the part of any
of the Contractor's directors or officers, or on
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the part of any of its manager, superintend-
ents, or other equivalent representatives, who
has supervision or direction of (A) all or
substantially all of the Contractor's busines ,
or (B) all or subsantially all of the Con-
tractor's operations at the Industrial facility
if such facility is a complete plant or unit,
6r (C) all or substantially all of the Con-
tractor's operations at any one plant or cepa-
rate location in which.such ndustrial facili-
ties are installed or located, or (D) any sepa-
rate or complete major Industrial operation
in connection with which the faclitC3 are
used; or

(v) Which results from (A) a failure of
the Contractor, due to willful misconduct or
lack of good faith on the part of any of Its
directors, omceers, or other representative
mentioned in (iv) above, to maintain aid
administer in accordance with round indus-
trial practices a program for the minte-
nance, repair, protection and prcervatlon of
the Industrial facilities in accordance with
the provisions of clause 18 hereof, co as to
assure their full availability and usefulne
at all times, or (B) a failure of the Con-
tractor to take all reasonable steps to comply
with all written directions or Instructions
which the Contracting Officer may pr-crlbe
as reasonably necessary for the protection of
the industrial facilities.

(b) The Contractor represents that it is
not including and agrees that it will not
hereafter Include in any price to the Gov-
ernment, any charge or reserve for insur-
ance (including self-insurance funds or re-
serves) covering lo= or destruction of or
damage to the facilities provided hereunder
caused by any excepted peril.

(c) Upon the happeninZ of loa or de-
struction of or damage to any Government-
provided property caused by an excepted
peril, the Contractor shall notify the Con-
tracting Offce thereof, and shall commu-
nicate with the Los and Salvage Organlza-
tion, if any, now or hereafter designated by
the Contracting Office, and with the ar-sLt-
ance of the Loss and Salvage Organization so
designated (unless the Contracting Officer
has directed that no such organiation be
employed), shall take all reasonable step3 to
protect the Government-provided property
from further damage, separate the damaged
and undamaged Government-provided prop-
erty, put all the Government-provided prop-
erty in the best posible order, and furnish
to the Contracting Officer a statement of:
(A) the lost, destroyed and damaged Gov-
ernment-provided property, (B) the time
,and origin of the loss, destruction or damage.
(C) all known Interests In commingled prop-
erty of which the Government-provided
property is a part, and (D) the insfurance, if
any, covering any part of or interest in such
commingled property. The Contractor shall
be reimbursed for the expenditures made
by it in performing Its obligations under
this subparagraph (c) (including charges
made to the Contractor by the Loss and Sal-
vage Organization, except any of such
charges the payment of which the Govern-
ment has, at its option, assumed directly),
to the extent approved by the Contracting
Oficer and set forth in a Supplemental
Agreement.

(d) In the event the Contractor Is relm
bursed or compensated for any loss or de-
struction of or damage to the facilitic3 pro-
vided herein caused by an excepted peril, it
shall equitably reimburse the Govcrnment.
The Contractor shall do nothing to prejudice
the Government's rights to recover against
third parties for any such loss, destruction or
damage and, upon the request of the Con-
tracting Officer, shall at the Government's
expense, furnish to the Government all rea-
sonable arilstance and cooperation (includ-
Ing the prosecution of suit and the execution
of instruments of assignment in favor of the
Government) in obtaining recovery.
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(15) Rpsponsibfllty for damages as set
forth below:

TRe_7o=ibiity for damages. (a) The Con-
tractor shall hold the Government harmless
against clanis for Injury to persons or dam-
age to property of the Contractor or others
arling from the Contractors possession or
use of the facilities provided hereunder, ex-
cept when there i- in effect one or more con-
tracts with Contractor for supplies or serv-
ices mhich require the use of such facilities.

(b) If this contract calls for labor to be
performed, the cost- of which are reimburs-
able hereunder. Contractor shall carry work-
men's compensation and public liability in-
surance and, to the extent applicable, auto-
mobile liability Insurance together with such
other Insurance, (exclusive of Insuamce
which is otherwise prohibited hereunder) as
the Contracting Ofilcer may direct.

(c) The Government shbll not be liable to
the Contractor for damages or loss of profits
by reason of non-delivery or of any delay in
the delivery of any or all of the facilities to
be provided by the Government hereunder.

(16) Governnent bills of ading as se
forth below-

Government bills of lading. All shipments
of the facilities provided hereunder, title
to which is vested in the Government, shall,
subject to the approval of the Contracting
Officer, be made on Goveknment bills of lad-
ing and the Contractor shall make appli-
cation therefor on AMIC Form No. 63A to
the Ofacer in Charge, Air Mat&riel Command
Field Traffic Office. serving the Air Force
Procurement District having administrative
respons iblity for this contract.

(17) Subcontracts as set forth below-
Subcontracts. The Contractor shall give

advance notification to the Contracting
Of0icer of-any proposed subcontract or pur-
chase order hereunder which Is either (1)
on other than a straight fixed-price single
payment basi, or (l) on a fixed-price basis
exceeding in dollar amount either $25,000 or
5 per centum of the total estimated cost of
this contract whichever is less and each
such subcontract or purchase order shall
require the written approval of the Con-
tracting Officer.

(18) aTantenance as set forth below:
M~afntenance. Except to the extent of any

loc or destruction of or damage to the fa-
cilities provided hereunder for which the
Contractor I- relieved of liability under the
provisions of the clause hereof entitled "Lla-
blity for Government-Owned Property" and
except for reasonable wear and tear or depre-
ciation, the facilities shall be returned by
the Contractor to the Government, or deliv-
ered by the Contractor to any designee of the
Government (at the time elsewhere in this
contract provided) in as good condition as
when received or restored by the Contractor
in connection with this contract. The Con-
tractor shall also maintain a program ap-
proved by the Contracting Oicer for the
proper maintenance, repair, protection, and
preservation thereof In accordance with
round Industrial practice, including normal
parts replacements and, with respect to ma-
chlnery and equipment, necessary rebuilding
and rehabilitation. The maintenance of any
motor vehlcles provided under this contract;
shall be in accordance with standards pre-
scribed by the Air Force as directed by the
Contracting Officer. As soon as practicable
after the execution of this contract the Con-
tractor shall submit to the Contracting
Ofcer for-approval a detailed statement of
the maintenance program proposed to be
maintained under the requirements of this
clause. Upon approval thereof by the Con-
tracting Officer such program shall not be
relaxed or deviated from without the prior
approval of the Contracting Offeer.



RULES AND REGULATIONS

(19) Termination as set forth below'
Termination. (a) This contract may be

terminated by the Government us to all or
any of the facilities provided hereunder 4i)
whenever the Contracting Officer shall deter-
mine that the facilities to be so terminated
are not necessary for the performance of
,overnment contracts in the performance of
which the use of such facilities has been
authorized, (i) whenever the Commanding
General, Air Matdriel Command, or his duly
authorized agent, has requested priority with
respect to the manufacture or furnishing -of
any products with facilities to be provided
hereunder and the Contractor has failed or
refused to give such priority, (111) whenever
a receiver or trustee has 'been appointed for
the Contractor or :its property, or 'the 'Con-
tractor has made assignment for the benefit
of creditors, or the Contractor has become
insolvent, or a petition lms been -Bled by or
against the Contractor pursuant to any of
the provisions of the United States Bunk-
xuptcy Act, as amended, for the purpose of
adjudicating. the Contractor a bankrupt or
for a reorganization of the Contractor or for
the purpose of effecting a composition or a
rearrangement with the Contractor's credi-
tors and such petition filed against the Con-
tractor was not dismissed within sixty (60)
days, (Iv) whenever there has been a viola-
tion of the' terms, conditions or covenants of
this contract or extension thereof by the
Contractor and the Contractor failed to cure
such violations within thirty (30) days from
the date of notice thereof by the Government
to the Contractor. or (v) upon not less than
sixty days' notice to the Contractor for any
other reason. Such termination shall be
effected by delivery to the Contractor of a
Notice of Termination mpecifying the extent
to which the contract Is to be terminated
and the reason therefor If under (1). .(i),
(lii). or (iv) hereof, and shall be effective
upon the dates specified therein.

(b) This contract may be terminated by
the Contractor at any time, upon not less
than sixty days' motice to the Government,
as to all of the facilities provided 3ereunder.'
Such termination shall be effected by deliv-
ery by the Contractor to the Contracting
Officer of a Notice of Termination specify-
ing the date on which such termination
shall become effective. 'Contractor may also
by agreement with the Contracting Officer
effect a partial termination of this contract
with respect to a substantial portion of such
facilities. Termination at the option of the
Contractor shall not relieve the Contracfor of
any of Its obligations or liabilities under any
supply or service contract affected thereby.

(c) Upon-total or partial termination of
this contract, the Contractor shall, subject
to the provisions of the clause hereof en-
titled "Disposition of Facilitles" siwrender
to the Government possession of any facili-
ties affected thereby.

(d) In the event any facilities are to be
purchased or constructed hereunder by the
Contractor In 'behalf of the Goverpment,
upon termination hereunder by the Govern-
ment of any such purchased or constructed
facilities prior to the completion thereof,
the Contracting Officer shall, subject to the
provision of the clause hereof entitled "Dis-
position of 1'acilities" by written order, ex-
ercise one of the following options with re-
spect to any such terminated Item or items
of facilities.

(1) tf the Contractor has made no binding
commitment and incurred no expense there-
for of a kind reimbursable hereunder as an
actual cost, the Contracting Officer may
eliminate the Item from this contract and
the Government shall be relieved of any
liability therefor.

(2) If the Contractor has made a binding
commitment and incurred expense therefor
of a kind reimbursable hereunder as an ac-
tual cost, the Contracting Officer may direct
the Contractor to stop all further work and

the making of all further commitments
thereon and eliminate the Item from this
contract. In t;hat event the 'Contractor and
the ,Contracting Officer willattempt to agree
on an amount that wi reasonably compen-
sate the Contractor for the actual cost In-
curred by him ,with regard to such elimi-
nated Item. If no such agreement is reached
within thirty (30) days after the date of
elimination Jor within such longer period
as may at any time be mutually agreed
upon), the Contractor will be paid an
amount, If any, which together with all
sums previously paid by the Government on
account of the item, shall be sufflcient to
reimburse the Contractor for expenses 'paid
and the settlement of any obligation in-
curred by the Contractor thereon. In lieu
,of reimbursing the Contractor for the set-
tlement of such obligations, the Government,
in the discretion of the Contracting Officer,
may assume such obligations or any of them.
In no event shall the aggregate of relm-
bursement on account of the item (and 'of
all payments previously made) together with
the amount of any obligations assumed, ex-
ceed the actual costs, as herein defined, ex-
pended ,or incurred thereon up to the time
of such elimination. The ContractingOfficer
may 'permit the Contractor to sell or retain
at prices or on terms agreed to by the Gov-
ernment any materials, supplies, or work in
process and the proceeds of such sale, or such
agreed prices, shall be paid or credited to the
•Government in such mtanner as the Con-
tracting Officer may direct. 'Upon 'payment
to.the Contractor pursuant to this subpara-
graph 2, title to all materials, supplies, work
in process and other things for -which pay-
;ment is made <except such property as may
be sold or retained as -bove provided) will
-vest in the Government (if title thereto has
not already'vestedin the Government). The
Government will also become entitled to any,
xrghts 'under any commitment which it may
ussume, or for the settlement of which it
shall have reimbursed the Contractor.

(20) Disposition of facilities as set
forth below'

Disposition yJ facilities. 'Within thirty
days after the effective date of a total or
partial termination of this contract the
Contractor shall account for all facilities
with -espect to which the Contract is ter-
minated. Within ninety (90) days after the
Contractor accounts for such facilities the
Contracting Officer shall notify the Con-
tractor as -to the disposition of such facili-
ties and the Contractor shall, as directed by
the Contracting Officer, prepare, protect, re-
'nove, or ship such facilities. Contractor
shall be equitably reimbursed for expenses
so incurred by an appropriate contractual
instrument. If the Contracting Officer fails
to notify the Contractor as to disposition
of the facilities within the ninety (90) day
period, herein provided the Contractor may,
upon reasonable notice to the Government,
remove and store elsewhere at Government
risk and expense any of the termainated fa-
cilities which may be located within "the
plant of the Contractor. The Government
shall have a corresponding right, upon rea-
sonable notice, to remove and place in stor-
age for the account of the Contractor any
property, title to which is not in the G v-
ernment which has not been removed frbm
any Government-owned plant or building
provided hereunder at the time of the sur-
rendering of possession tlereof.

(21) Continuing plant clearance as set
forth below'

Continuing plant clearance. (a) Contract-
or shall notify the Contracting Officer when-
ever It is determined that any property pro-
vided hereunder is excess to the require-
nents of the using Government contracts or

is worn out, obsolete, damaged or otherwise
unserviceable (whether or not under cir-

cumstances rendering the Contractor liable
therefor). Subsequent to receipt of, such
notice the parties hereto may by mutual
agreement effect the disposition of such prop-
erty without direct relmnbursement by the
Government for disposition costs (other than
transportation costs from the plant wherein
said Items arde located or the point nearest
thereto that rail carrier service In available).
In the event the parties are unablo to agree
upon such no-cost disposition the Contract-
Ing Officer may effect a partial termination
of the contract with respect to such item,
may effect other -disposition thereof or may
elect not to dispose of the items at that
time.

(b) The Government may but is not obli.
gated to replace any items disposed of pur-
suant to the provisions of paragraph (a)
hereof. #

(c) With the approval of the Contracting
'Officer, the Contractor may purchase any un-
serviceable property Including scrap to be
disposed of pursuant to the terms of this
clause upon such term and conditions as
the Contracting Officer may approve. Piay-
ments due for any such purchases shall bat
applied In reduction of fany payments to be
made by the Government to the Contractor
under this contract, or shall be paid in such
other manner as the Contracting Officer may
direct.

(22) Reservation of rights as set forth
below-

Reservation of righfts. The failure of the
-Government to insist in any one or more in-
stances upon the performance of any of the
terms, rovenants or conditions of this agree.
meat shall not b ,construed as a waiver or a
relinquishment of the future performance of
any such term, covenant or condition, but
contractor's obligation with respect to such
future performance shall continue in full
force und effect.

(23) Davis-Bacon and Copeland Acts
as set forth in §§ 411405-1 and411.504-1
of this title.

(24) Definitions as set forth in § 406.-
103-1 of this title.

(25) Assignment of claims as set forth
In § 406.103-8 of this title.

(26) Disputes as set forth in § 406.-
103-12 of this title.

(27) Notice and assistance as set forth
in § 408.102 of this title.

(28) Buy American Act as set forth in
§ 406.103-14 of this title.

(29) Convict labor as set forth in
§ 411.203 of this title.

(30) Eight-Hour Law as set forth In
§ 411.303 of this title.

(31) Walsh-Healey Public -Contract
Act as set forth in § 411.604 of this title.

(32) Nondiscrimination in employ-
ment as set forth in § 411.803 of this
title.

(33) Officials not to benefit as set forth
in § 406.103-19 of this title.

(34) Covenant against contingent fees
as set forth n § 406.103-20 of this title.

(35) Patent Indemnification of Gov-
ernment by contractor as set forth in
§ 408.105 of this title.

(36) Reporting of royalties as set forth
in § 408.103 of this title.

(37) Notice to Government of labor
disputes asset forth In § 405.105-3 of this
title.

(38) The contract clauses as sot forth
in § 406.104 of this title (not otherwiso
mentioned in this part) and Part 408 of
this title will be used in accordance with
instructions contained in said section
and part. The clauses set forth In
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§§ 406.105-5, 406.105-7 and 408.106 of
tins title will be used where necessary or
desirable to cover the sub3ect matter
contained in such clauses.

(39) Gratuities as set forth m § 406.-
104-16 of this title.

(40) Examination of records as set
forth in § 406.104-15 of this title.

(41) Ceiling prices as set forth in
§ 406.103-22 of tins title.

(42) Approval as set forth in § 406.-
105-2 of this title will be used in ac-
cordance with instructions contained in
subparagraph (2) of § 1006.102 (b)

(43) Alterations as set forth in
§ 406.105-1 of thins title will be used in
accordance with instructions contained
in subparagraph (18) of § 1006.102 (b)

SUePART Z-LETTER CONTRACTS

§ 1006.1001 Scope of subpart. This
Subpart sets forth the authorized and
required clauses for use in letter con-
tracts.

§-1006.1002 Contract clauses for let-
ter contracts contemplating ftxed-przce
deftnitfve contracts. (a) All letter
contracts issued which contemplate is-
suance of a fixed-price contract will
consist of the following clauses in the
following sequence:

(1) "An order is hereby placed with
you. for the furnishing to the Govern-
ment of the supplies or services set forth
in Exhibit 'A attached hereto and here-
by made a part hereof.'"

(2) "Except as otherwise expressly pro-
vided herein, you are directed, upon your
acceptance of this order, to proceed in-
mediately to procure the necessary ma-
terials, and to commence the manufac-
ture of the supplies or performance of
the services called for herein, and to
pursue such work with all diligence to
the end that the supplies may be deliv-
ered or services performed at the earliest
practicable date."

(3) "All applicable clauses (other than
any termination -clause) now required
by Federal Law, Executive Order, or ap-
plicable Procurement Regulations to be
included in contracts for supplies or serv-
ices of the kind herein described are in-
corporated hereby by reference."

(4) '"By your acceptance hereof, you
undertake without delay to enter into
negotiations with the Department of the
Air Force looking to the execution of a
definitive contract which will include all
applicable clauses then required by Fed-
eral Law.Executive Order and applicable
Procurement Regulations to be included
in contracts for supplies or services of
the kind herein described. The defim-
tive contract will also contain a detailed
delivery schedule and prices, terms and
conditions as agreed to by the parties
winch may or may not be at variance
with the provisions of this order. It is
expected that such -definitive contract
will be placed with you prior to

(5) "You are not authorized to expend
or obligate, in furtherance of your per-
formance hereunder, more than $-----
--- in the aggregate. Pending- the
execution of a definitive contract, each
expenditure, order, subcontract or com-
mitment made by you in furtherance of
your performance hereunder, if for an
amount that shall exceed either five per
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centum of the amount last above stated
or $25,000.00. whichever Is le s, for tooLs,
dies, jigs, fixtures, materials, supplles.
parts, equipment, engineering assistance
or reproduction or other license rights
will be subject to written approval of the
Contracting Officer. No contract, re-
gardless of the amount thereof, shall be
made by you with any other party for
furnishing any of the completed or sub-
stantially completed articles, spare parts
or work herein called for, without the
written approval of the Contracting Of-
ficer as to sources.

(6) Government property as -set forth
below*

Gor-ernment property. It Is anticipated
that the definitive contract referred to in
paragraph A hereof. will contain the pro-
visions of paragraph 13-502 of The Armed
Services Procuiement Re-ulation. The pro-
visions of said paragraph Shall alo be appli-
cable to this letter contract except that ref-
erences therein to adjustments In pricing and
delivery schedule shall he inapplicable and,
in lieu thereof, any adjustments In amounts
finally payable to the Contractor or time of
performance required by the terms of ruch
clause shall be made either at the time of
settlement of Contractor's termination claim,
or taken Into account at the time of execu-
tlon of the definitive contract contemplated
hereby.

Norn: Provisions of the reference "para-
graph 13-502 of the Armed Services Procure-
ment Regulation" In a foregoing clause are
contained In § 412.502 of this title.

(7) Progress payments as set forth
below:

Progre.ss paymcnts. After your accept-
ance hereof, this contract may be amended
to, include provision for progrs payment,
and thereafter progres payments, in cc-
cordance with regulations from time to
applicable, may be made to you upon your
application to the Contracting Oa-cer, Head-
quarters, Air MatCrlel Command.

(8) Termination as set forth below:
Termination. (a) In case m definitiver con-

tract is not executed by the date specified In
paragraph 4 hereof (or any subsequent date
at any time mutually agreed upon) becauso
of the Inability of the parties to agree upon
a definitive contract, this order will termi-
nate automatically on the utated date or
such subzequent date, as the cae may be,
and a Notice of Termination. effective on
the date of automatl termination, shall be
delivered to you.
(b) The performance of work under this

order may be terminated by the Government
in accordance with this clauze In whole, or
from. time to time in part, .henever the Con-
tracting Offcer shall determine that such
termination s Im the best interests of the
Government. Any such termination shall ha
effected by delivery to you of a Notice of
Termination specifying the extent to which
performance of work under this order is
terminated, and the date upon rhich such
termination becomes effective.

(c) After receipt of a Notice of Termina-
tion, and except as otherwice directed by the
Contracting Officer, you, shall (1) stop work
under this order on the date and to the c-
tent specified In. the Notice of Termination;
(2) place no further orders or sutiontracts,
for materials, services or facilities ecept as
may be necessary for completion of cuch
portion of the work under this order as i
not terminated; (3) terminate all ordera and
subcontracts to the extent that they relate
to the performance of work: terminated by
the Notice of Termination; (4) assjn to the
Government, In the manner_. at the time ,
and to the extent directed by the Contract-
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Ing O0:2er. all of the right, title and Intcrest
of the Co=trs-oar under the cders or sub-
contracts ca terminated; (5) cttle all cut-
standing lMbilltIes and allc'l'1n- arising cut
Cf such termination of orders and -ubeo=-
tracts wlth the approval or ratllate of
the Contracting Officer to the extent he may
require which approval or ratiflatla cksall
b final for all purpases of this clauze; (6)
transfer title and dellr to the Garnmen,
in the manner, at the times and to the extent
If any. directed by the Contracting Oicer,
deliver to the Government (1) the fabricated
or unfabricated parts, work in preL-s, c a-
pleted work, mpplles, and other mettiel
produced as a part of. or acquired in respect
of the pcrfornnce of, the wor terminated
by the Notice of Termination. (Ii) the com-
pleted or partially completed plans, draw-
ing. information and other property whlch,
If this order had been completed. cLould be
required to be furniohed to the Govern-
ment; (7) u:e your best efforts to sell in the
manner, at the times. to the extent, and at
the price or prices directed or authorizezd by
the Contracting Ofilcer. any property of the
types referred to in provision (6) of this
paragraph, provided, however, that the Con-
tractor (1) shall not ha required to extend
credit to any purchaccr, and (11) may ac-
quire any such property under the condi-
tIons prescribad by and at a price or prices
approved by the Contracting Oce; aud
provided further. that the prcceeds of any
such transfer or disposition shall be applied
in reduction of any payments to be made
by the Government to the Contractor under
this order or shall other 

- 
be c-editcd to

the price or cost; of woark covered by this
order or paid in such other nner a the
Contracting Officer may direct; (8) complete
performance of such part of the work as
shall not have been terminated by the Notice
of Termination; and (9) tale such action
as may ho neces-a or as the Contractin_-
Oer ay direct, for the protection and
precervat!on of the property related to this
order which I- In. the posecsin of the Con-
tractor and In which the Government h-'-
or may ccqulre aninterest At any time ater
expiration of the plant clearance period, cs
dined in Sectlon VIIL Armed Servlce Pro-
curement Reggulaltlon. c. it may he amended
fIro fime to time, the Contractor may sub-
mit to the Contracting Offcer a Ilt, ccrtified
=- to qu;Lntity and quality, of any or al
Items of ternation Inventory not pre-
vlouly disos-ed of. exclusiva of Items the
dlposition of which h been directed or
authori=d by the Contracting Offlaer, and
may requ-t the Government to remove such
Items or enter Into a. storag agreement co:-
ering them. Not later than fifteen (15) day-.
thereafter, the Government will accept title
to such Items and remove them or enter
into a storage agreement covering the Esme;
provided that the lst submitted shall he
cubject to verifIcation by the Contracting
Oficer upon removal of the Items, or if the
Items are stored, within forty-five (45) days
from the date of submiLion of the list, and
any ncce ary adjustment to correct the list
as submitted chall be made prior to final
settlement.

(d) After receipt of a Notice of Termina-
tlon the Contractor shn submlt to the Con-
tracting Offcer Its tcrminatlon clam in the
form and with the certification prezcribed
by tha Contracting OMc. Such claim
shall be submitted promptly but In no event
later than two years from the effective date
of termination, unless one or more exten-
sions in writing are granted by the
Contracting Ocer upon request of the Con-
tractor made In writing within such two-
year period or authorized extenzion thereof.
However, If the Contracting Ofcer deter-
mne- that the facts justify such action, he
may receive and act upon any- such termi-
nation clalm at any time after such t wo-
year period or any extenion thereoL Upon
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failure of the Contractor to submit a termi-
nation claim within the time, allowed, the
Contracting Officer may determine, on the
basis of information available to him, the
amount, if any, due the Contractor by rea-
son of the termination, and shall thereupon
pay to the Contractor the amount so deter-
mined.

(e) Subject to the provision of paragraph
(d) hereof, the Contractor and the Contract-
ing Officer may agree upon the whole or any
part of the amount or amounts to be paid
to the Contractor-by reason of the total or
partial termination of work pursuant to this
clause. In the event of any termination
pursuant to paragraph (a) hereof, such
amount or amounts shall not include any
allowance for profit or fee. In the event of
any termination pursuant to paragraph (b)
hereof, such amount or amounts may in-
clude a reasonable allowance for profit or
fee, but only on work actually done in con-
nection with the terminated po;tion of this
order. Any such amount shall, not exceed
the amount set forth in paragraph 5 hereof.
Any such agreement shall be embodied in
an amendment to this order and the Con-
tractor shall be paid the agreed amount.

(f) If the Contractor and the Contracting
Officer are not able to agree in whole or in
part, as provided in paragraph (e) hereof.
as to the amount or amounts to be paid to
the Contractor in connection with the term-
ination of work pursuant to this clause, the,
Government, but without duplication of any
amounts agreed upon in accordance with
the above-cited paragraph (e), shall pay to
the Contractor an amount -determined in
accordance with the applicable cost princi-
ples of the Armed Services.Procurement Reg-
ulation. In the event of the termination of
this order pursuant to paragraph (a) hereof,
no allowance for fee or profit shall be in-
cluded in the amount to be paid the Con-
tractor.

(g) The Contractor shall have the right of
appeal, under the clause entitled "Disputes,"
incorporated in this order by reference, from
any determination made by the Contracting
Officer under paragraph (d) or (f) above
(including any dispute as to whether term-
ination has in fact taken place pursuant to
paragraph (a) hereof), except -that if the
Contractor has failed to submit a claim
within the time provided in paragraph (d)
hereof and has failed to request extension
of such time, the Contractor shall have no
such right of appeal. In any case where the
Contracting Officer has made a determina-
tion of the amount due under paragraph
(d) or (f) above, the Government shall pay
to the Contractor the following: (i) if there
is no right of appeal. hereunder or if no
timely appeal has been taken, the amount so
determined by the Contracting Officer, or
(ii) if an appeal has been taken, the amount
finally determined on such appeal.

(h) In arriving at the amount due to the
Contractor under this clause there shall be
deducted (1) all unliquidated advance or
other unliquidated payments theretofore
made to the Contractor, (2) any claim which
the Government may have against the Con-
tractor in connection with this contract, and
(3) the agreed price for, or the proceeds of
sale of, any materials, supplies or other
things acquired by the Contractor or sold
pursuant to the provisions of this clause and
not otherwise recovered by or credited to the
Government.

(1) The Government may from time to
time, under such terms and conditions as it
may prescribe, make partial payments and
payments on account against costs incurred
by the Contractor In connection with the
terminated portion of the contract whenever
in the opinion of the Contracting Officer the
aggregate of such payments shall be within
the amount to which the Contractor will be
entitled hereunder. If the total of such
payments is in excess of the amount finally
agreed or determined to be under this clause,

such excess shall be payable by the Contrac-
tor to the Government upon demand, to-
gether with interest computed at the rate of
6 percent per annum, for the period from
the date such excess payment' is received by
the Contractor to the date on which such
excess is repaid to the Government; provided,
however, that no interest shall be charged
with respect to any such excess payment at-
tributed to a reduction in the Contractor's
claim by reason of retention or other dispo-
sition of termination inventory until ten days
after the date of such retention or dispo-
sition.

(j) Unless otherwise provided in this con-
tract or by applicable statute, the Conrac-
tor, from the effective date of termination
and for a period of five years after final set-
tlement under this order, shall preserve and
make available to the Government, at all rea-
sonable times at the office of the Contractor
without direct charge to the Government, all
books, records, documents, and other evi-
dence bearing on the cost and expenses un-
der this order and relating to the work termi-
nated, or, to the extent approved by the
Contracting Officer, photographs, micro-
photographs, or other authentic reproduc-
tions thereof.

NoTE: Provisions of the reference "Section
VIII, Armed Services Procurement Regula-
tion" in. a foregoing clause are contained in
Part 407 ofrthis title.

(9) "The Contractor's acceptance of
this order will be indicated by affixing
the Contractor's signature to this letter
and two copies thereof and returning the
executed original and the copy thereof
stamped "Official Copy" to the Contract-
ing Officer hot later than ------------
Sucl; acceptance will constitute this or-
der a contract on the terms set forth
herein." "

(10) "Inspection. The Contractor
shall provide an acceptable and com-
plete system covering the inspection of
all materials, fabrication methods and
finished parts. This system shall be ap-
proved by the Government representa-
tive who shall be assigned at the Con-
tractor's plant."

(11) The provisions of the contract
clauses set forth in the following para-
graphs of the Armed Services Procure-
ment Regulation are hereby mcorpotated
into this letter contract by reference:

NoTE: Insert, appropriate paragraphs of
part 408 of this title.

(12) Assignment of claims as set forth
in § 406.103-8 of this title. 4

§ 1006.1003. Contract clausesfor letter
contracts contemplating CPFF defititive
contracts. (a) All letter contracts issued
which contemplate issuance of a cost-
plus-a-fixed-fee contract will consist of
the following clauses in the following
sequence:

(1) Provisions as set forth in subpara-
graph (1) of § 1006.1002 (a)

(2) Provisions as set forth in subpara-
graph (2) of § 1006.1002 (a)

(3) Provisions as set forth in subpara-
graph (3) of § 1006-1002 (a)

(4) Provisions as set forth in subpara-
graph (4) of § 1006.1002 (a)

(5) "You are not authorized to expend
or obligate, in furtherance of your per-
formance hereunder, more than $ -------
in the aggregate. Pending the execu-
tion of a definitive contract the Con-
tractor shall give advance notification to
the Contracting Officer of any proposed
subcontract or purchase order hereunder

which Is either (a) on a cost-plus-fixed-
fee basis or (b) on a fixed-price basis
exceeding In dollar amount either $25,-
000 or five per centum of the amount au-
thorized to be expended hereunder.
Pending the execution of a definitive con-
tract, each expenditure, order, subbon-
tract or commitment made by you In
furtherance of your performance here-
under, If for fn amount that shall exceed
the lesser of the amounts specified in
(b) above, for tools, dies, Jigs, fixtures,
materials, supplies, parts, equipment, en-
gineering assistance or reproduction or
other license rights will be subject to
written approval of the Contracting Of-
ficer. No contract, regardless of the
amount thereof, shall be made by you
with any other party for furnishing any
of the completed or substantially comu-
pleted articles, spare parts or work here-
in called for, without the written ap-
proval of the Contracting Officer as to
sources."

(6) Government property as set forth
below-

Government property. It is anticipated
that the definitive contract referred to In
paragraph 4 hereof, will coitaln the provi-
sions of paragraph 13-503 of The Armed
Services Procurement Regulation. The pro-
visions of said paragraph shall also be ap-
plicable to this letter contract excdpt that
references therein to adjustments in pric-
ing and delivery schedule shall be Inappli-
cable and, in lieu thereof, any adjustments
in amounts finally payable to the Contrac-
tor or time of performance required by the
terms of such clause shall be made either at
the time of settlement of Contractor's termi-
nation claim, or taken into account at the
time of execution of the definitive contract
contemplated hereby.

NoT: Provisions of the reference "pnra-
graph 13-503 of the Armed Services Pro-
curement Regulation" in the foregoing
clause are contained in 9 412.503 of this title.

(7) Progress payments as set forth In
subparagraph (7) of § 1006.1002 (a)

(8) Termination as set forth In sub-
paragraph (8) of § 1006.1002 (a)

(9) Provisions as set forth in subpara-
graph (9) of § 1006.1002 (a)

(10) Provisions as set forth in sub-
paragraph (10) of § 1000.1002 (a)

(11) Provisions as set forth In sub-
paragraph (11) of § 1006.1002 (a)

(12) Provisions as set forth in sub-
paragraph (12) of § 1006.1002 (a)

SUBPART K-COST REIMBURSEMENT
CONTRACTS

§ 1006.1101 Scope of subpart. This
subpart sets forth the required and au-
thorized clauses for use in cost rein-
bursement contracts, where no fee or
profit is involved, for research and devel-
opment with educational or other non-
profit institutions.

§ 1006.1102 Contract clauses. (a) All
cost reimbursement contracts entered
into with educational and other non.
profit Institutions for research and de-
velopment will consist of the following
clauses In the following sequence:

(1) Definitions as set forth in
§ 406.103-1 of this title.

(2) Inspection as set forth below'
"Inspection. The Contracting Ofcor or any

Government personnel designated by him
may inspect the work hereunder at all rea-
sonable times.
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(3) Reinbursement for costs as set
forth below'-

Reimbursement for costs. (a) The Gov-
ernent Wi relmbtirse the Contractor on
submission of public vouchers for its costs
and expenses reasonably incurred in the per-
formance of its undertakings hereunder in
an amount specified in the Schedule. Such
vouchers shall be approved or ratified by the
Contracting Officer and sball be supportedby
such evidence of payment as may be re-
quired by the Contracting Offlcer. The Con-
tractor may submit vouchers at mont1ily
intervals, for costs incurred and not previ-
ously reimbursed. The Contracting Offeer
may withhold all or any part of the final re-
i mbursement payment until receipt of the
final report, the property accounting and
the patent disclosure and designation re-
quired hereunder. All vouchers submitted
-shall indicate, with respect to each class of'
items listed by the Contractor thereon, the
particular subparagraph of paragraph (b)
below under which reimbursement is claimed
and shall be itemized and supported by ap-
propriate substantiating documents as re-
quired by the Contracting Officer.

Xb) For the purpose of determining the
amounts payable to the Contractor under
this contract, allowable items of cost will be
determined by the Contracting Officer in ac-
cordance, with Part 3 of Section XV of the
Armed Services Procurement Regulation, it
being understood and agreed without limit-
ing the generality of the foregoing-that the
following shall be considered as allowable
items of cost hereunder when incurred or
paid by the Contractor and when necessary
and required and used for the performance
of the work hereunder:

(1) Saartes and wages. Expenditures by
the Contractor for the salaries and wages of
Its personnel and borrowed personnel directly
engaged in the performance of the work here-
under and-properly allocable thereto includ-
Ing salaries and wages for vacation and sick
leave pay of its personnel pursuant to the
established practice of the Contractor, plus
Federal and State Social Security taxes and
paid by ContractOr thereon and properly
allocable, to such salaries and wages: Pro-
vided, however, That the premium portion of
overtime wage payments shall be an allow-
able item of cost hereunder only If and to
the extent that the overtime vork for which
such payments are made shall have been
expressly authorized in writing by the
Contracting Officer.

(2) ltatertelr anc sermces. Expenditures
by the Contractor for such materials, sup-
plies, apparatus, tooling, equipment and
other articles (including processing and test-
ing thereof by others and rental of apparatus
and equipment from others, properly
allocable to performance of the work here-
under, and for the services of others not
reimbursed under subparagraph (1), as are
necessary for performance of its undertak-
-ings hereunder.

(3) Communtcation and, shipping. Ex-
penditures by the Contractor necessary for
performance of its undertakings hereunder
for long distance telephone calls, telegrams,
cablegrams, radiograms, postage, freight, ex-
press, and drayage.

(4) Travel. Expenditures by the Con-
tractor for the transportation of the persons
directly engaged in the performance of the
work hereunder, and such reasonable actual
subsistence expenses in an amount not ex-
ceeding $10.00 per person, per day, of such
persons incurred during periods of travel or,
at the Contractor's option, an allowance, in
lieu of actual subsistence expenses of such
persons, not exceeding (I) $8.00 per person
far each calendar day or fraction thereof
during the period of travel within the conti-
nentallimits of theUnted States. and (ii) an
amount to be agreed upon between the Con-
tractor and the Contracting Officer per person
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for each calendar day or fraction thereof
during the period of foreign travel outido
the continental limlts of the United States:
Provid, That all such foreign travel shall
be limited to persons directly enga ed In the
performance of the work hereunder and shall
be authorized or approved In writing by the
Contracting Offilcer: Providca Iurtwr, Thz-
expenses for transportation hereunder by mo-
tor vehicle other than common carrier or
rented automobile shall be relmburzed on an
actual cost basis, or, at the Contractor's op-
tion, on a mileage basis at a rate not exceed-
ing seven (7) cents per mile per vehicle, in
lieu of the actual expences of such transpor-
tation.
(5) Subcontracts. Expenditures by the

Contractor representing payments to cutcon-
tractors performing any research or develop-
ment hereunder.
(6) Gorcrnment-otonc or rented cquip-

nent. Expenditures by the Contractor here-
under for protection and mainteniance Cof
Government-owned or of rented equipment.

(7) Rcarrangement or rclacation. Dcen-
dItures by the Contractor for rearranzement
or relocation of facilities or plant rtes or
for restoring such facilities or plant sites to
substantially the same condition as prior to,
such rearrangement or relocation: Provided,
hotwser, That in the event the Contractor
elects to retain the benefit of such rearrange-
meat or relocation the Contractcr shall re-
turn to, or credit the Government with the
portion of the reimbursement by the Govern-
ment for its expenditure therefor determined
by negotiation between the Contractcr and
the Contracting OffIcer to be fair and proper.

(8) Either of the following clau=e may to
used:

Orerhead. Such amounts representing
Contractor's overhead, costs as are equal to
the percentage set forth in the Schedule of
the aitounts expended for actual and direct
salaries and wages of Personnel (but exclu-
sive of premium paid for overtime hours
worked by direct labor and exclusive of Fed-
eral and State Social Security taxes) allowed
as items of cost under this clause, It having
been determined by the Contracting Ofcer
that, for the purpose of this contract the
foregoing computation is reasonable and that
amount so computed accurately reflect tho
overhead ccst properly allocable to =ark per-
formed under this contract; provided. bhow-
ever, that such overhead percente,-. may be
redetermined as soon as practicable after the
end of the Contractors ficcal year and r3
soon as practicable at the end of each such
fiscal year thereafter. Such revilion of over-
head percentages shall be applicable to the
period of performance of the contract during
the fiscal yearn which such redeterminaton
Is made or such period az the partl-, hereto
may agree upom Such rates sh11 ba mu-
tually agreeable to the partles hereto and
shall be evidenced by a supplemental agrec-
ment to. this contract. Any dl-pute which
may arise hereunder shall.ba subject to the
"Disputes" claure of this contract.
Orerhcad. Such amounts representing

Contractor's overhead costs as are equal to
the percentage set forth in the Sehedule of
the amounta expended for actual and direct
salaries and wages, of pcrsonnel (but elu-
sire of premium pay for overtlm ho
worked by direct labor and exclusive of red-
eral and State Social Seurity taxs) allowed
as Items of cost under thi clause, 4t hbaving
been determined by the Contractlng Offlcer
that, for the purpose. of this contract so com-
puted accurately reflect the overhead costs
properly allocable to work performed under
this contract.

(c)- Contractor shall exercise due diligence
to secure materials and services at the mot
advantageous prices available, having due
regard to quality.

(d) If re-Imburement for the ccst thCerof
will be claimed by the Cantractcr, the Con-

tractor shall obtain the witten apxp ral of
the Contracting Ofacer before (i) makTing
any buildlng alteration at a ccst of Z.A.00
or more, or (1) entering Into any contract
or issuing any purchase order for an amount
in exce= of C30.00 for acquiring or Install-
Ing. for the purpose of this contract capita l
equipment, for rearranging plant facilities or
for doing any construction work, or (111)
procuring the u=2 of apparatus or equipment
by leza or other hiring Involving a total
outlay by the Contractor of 0501.00 or more.
For the purpose of this paragraph, it L-
agreed that capital equipment shall Include,
but not be limited to, oMie furniture and
flxtur=e and machine tools and any other
items which the Contractor may conzder
nonexrandable.

(e) As of the date of the execution of this
contract there has beecn ,alotted for It the
aum or.... This sum may be increcad
from time to time by the Government solely
in its dlscrctlon. Upon the Tmkng of any
such increase the Contracting Ofcer shall
notify the Contractor in writing of tha
amount of such increase. Notwithstanding
any other provislons of thEs contract. the
Contractor shall not be bound to take any
action In connection with the performance of
this contract that would cause the amount
for which the Government will be obligatecd
hereunder to exceed the .um allotted for this
contract, and the obligation of the Con-
tractor to proceed with the performance of
this contract chall be limited accordingiy.
If at any time the Contractor has reason to
believe that the amount to be expended by
It In the next ucceedlng thirty (30) days
when added to all prevlous expenditures, viM
exceed ceventy-five percent (757) of the
sun allotted for this contract, it shall notify
the Contracting Offcer to that effect, givina
a new estimte of Its total expenditures
under this contract so that an appropriate
lncreae maybe made in the sum allotted for
this contract. Anything In this contract to
the contrary notwithstanding, the Govern-
ment shall not be obligated to p3y to the
Contractor for reimbursement of expendl-
tures or otherwLse any amount In e=x- of
the sum allotted for this contract: Prorfde,
however. That If the Contractor makes any
expenditurea for which funds are not al-
lotted, the Contracting Officer may- ratify
such expenditures when funds are allotted.

No=: Provisia of the reference 'Tart 3
of S ealon XV of the Armed Services Pro-
curement Feulation' in a foregoing clause
are contained in Subpart C. Part 414 of this
title.

(4) Asslgnment prohibited as set forth
below:

4imwent pro2ftcdNeither this con-
tract, nor any Interet therein nor any claim
arising hcreundar hall be transferred, or
assignd by the Contr-ator to any other
person.

(5) Disputes as set forth. in § 406.-
103-42 of this title.

(6) Notice and assistance as set forth
in § 403.102 of this title.

(7) Buy American Act as set forth
In 9 40G.103-14 of this title.

(8) Convict labor as set forthin 411.-
203 of this title.

(9) Fght-Hour La as zet forth in
§ 411.303 o this title.

(10) Walsh-Healey Public Contracts
Act as Let forth In § 411.604 of th=- title.

(11) ITondIacninitf on in employ-
ment as set forth In § 411.503 of tins
title.

(12) Oiclals net to benefit asset forth
in § 46103-19 of this title.

(13) Co-venal t against contingent fees
as cet forth in § 400-103-20 of this title.
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(14) Trimmation as set forth below-
Termination. (a) The performance of

work under this contract may be terminated,
in whole or from time to time in part, by the
Government whenever for aiy reason the
Contracting Officer shall determine any
such termination Is in the best.interests of.
the Government. Termination of work here-
under shall be effected by delivery to the
Contractor of a .otice of Termination speci-
fying the extent to which performance of
work under the 'contract is terminated and
the date upon which such termination be-
comes effective.

(b) After receipt of the Notice of Termina-
tion the Contractor shall exercise all reason-
able diligence to accomplish the cancellation
of its outstanding commitments hereunder
extending beyond the date of such termina-
tion to the extent tEat they relate to the per-
formance of any work terminated by the
notice. The Contractor agreesto (1) assign
to the Government in the manner at the
time, and to the extent directed by the Con-
racting Officer, all of the right, title, and
interest of the Contractor under the orders
and subcontracts so terminated; and (2)
transfer title (to the extent that the title has
not already been transferred) and deliver to
the Government, as may be directed by the
Contracting Officer,- (I) any property, work
In process, completed work, supplies, and
other material, produced as a part of, o
acquired in. connection with the performance,
of the work terminated by the Notice of
Termination; and (i) the completed or par-
tially completed plans, drawings, information
and other property whichiif the contract
had been completed, would have been re-
quired to be furnished)to the Government.

(c) The Contractor shall .submit its oter-
mination claim to the Contracting Officer
promptly, after receipt of a Notice of Ter-
mination, but in no event later than two
years from the effective date thereof, un-
less one or more extensions In writing are
granted by the Contracting Officer upon
written request of the Contractor within
such two-year period or authorized exten-
sion thereof. The Contractor shall submit
its termination-claim in the form and with
certificati6ns prescribed by the Contracting
Officer. Upon failure of the Contractor to
submit a termination claim within the time
allowed the Contracting officer shall deter-
mine, on the basis of information available
to him, the amount, if any due to the Con-
tractor by reason of the termination.

(d) Subject to the provisions of para-
graph (c) above, the Contractor and the
Contracting Officer may agree upon the
whole, or any part of the amount or
amounts to be paid to the Contractor by
reason of the termination under this clause,
which amount or amounts may include any
reasonable cancellation charges thereby in-
curred by the Contractor and any reason-
able loss upon outstanding commitments
which it is unable to cancel: Provided,
howevr, That In connection with any out-
standing commitments which the Contrac-
tor Is unable to cancel, the Contractor shall
exercise reasonable diligence to divert such
commitments to Its other activities and op-
erations. Any such agreement shall be em-
bodied in an amendment to this contract
and the Contractor shall be paid the agreed
amount.

(e) Any property resulting from the termi-
nation of the contract may, with the written
approval of the Contracting Officer, be sold
or acquired .by the Contractor upon such
terms, conditions and prices as may be ap-
proved by the Contracting Officer. The pro-
ceeds of any such disposition shall be applied
in reduction of any payments to be made by
the Government to the Contractor under this.
contract or shall otherwise be credited to
the price or cost of work covered, by this
contract or paid in such other manner as the

Contracting Officer may direct. Pending
final disposition of property arising from the
termination, the Contractor agrees to take
such action as may be necessary, or as the
Contracting Officer may direct, for the pro-
tection and preservation of the property re-
lated to this contract which is in the posses-
sion of the Contractor and in which the
,Government has or may acquire an interest.

(f) Any disputes which may arise hereun-
der shall be subject to the "Disputes" clause
of this contract.

(15) Subcontracts as set forth below"
Subcontracting. (a) No subcontracts exe-

cuted hereunder shall provide for payment
on a cost-plus-a-percentage-of-cost basis.
The Contractor shall not enter into subcon-
tracts involving research or development of
the kind contemplated by this contract with-
out obtaining the written approval of the
Contracting Officer. The Contractor shall
refer each prospective subcontract which
might involve such research or development
to the Contracting Officer, who shall deter-
mine whether or not such research or devel-
opment is involved.

(b) Without limiting in any way the effect
of clause 3 '(d) hereof, or the foregoing pro-
visions of this clause, the Contractor shall
give" advance notification to the Contracting
Officer of any proposed subcontract or pur-
chase order hereunder which is either (I)
on a cost or cost-plus-a-fixed-fee basis, or
(i) on -a fixed-price basis exceeding in dollar
amount either $25,000 or 5 per centum of
the-total estimated cost of this contract; and
no such subcontract or purchase order shall
be placed without the prior approval of the
Contracting Offcer.

(16) Military security requirements as
set forth in § 406.104-12 of this title.

(17) Governmentproperty as set forth
in § 412.503 of tls title and subpara-
graph (20) of § 1006.202 (a)

(18) Accounting records as set forth
below,

Accounting records. (a) The Contractor
agrees that its books and records and its
plant, or such parts thereof as may be
engaged in the performance of this contract,
shall at all reasonable times be subject to
inspection and audit by' any authorized rep-
resentative of the department.

(b) The Contractor shall cause a like pro-
vision to be included in all subcontracts
hereunder.

(c) The method of accounting used by the
Contractor shall be subject to the approval
of the Contracting Officer but no material
change will be made in the Contractor's-
method if it conforms to good accounting
practice and the costs are' readily ascertain-
able therefrom. The Contractor shall pre-
serve all.books, papers and other accounting
records pertaining to work under, this con-
tract for a period of at least three years after
completion or cessation of said work and if
the Contractor at any time after such three-
year period has expired desires to dispose of
said books, papers and accounting records,
he shall before doing so, unless applicable
statutes otherwise direct, notify and request
permission from the Contracting Officer, who
shall either authorize their destruction or
notify the Contractor to turn them over to
the Government.

(19) Insurance as set forth in sub-
paragraph (31) of § 1006.202 (a)

(20) Gratuities as set forth in § 406.-
104-16 of this title.

(21) Examination of records as set
forth m § 406.104-15 of this title.

(22) Ceiling prices as set forth in
§ 406.103-22 of thus title.

(23) The contract clauses as set forth
in § 406.104 of this title (not otherwise

mentioned in this part) and Part 408 of
this title will be used in accordanco with
instructions contained In said section
and part. The clauses set forth in
§§406.105-5, 406.105-7 and 408.100 of
this title will be used where necessary
or desirable to cover the subJect matter
contained In such clauses.

(24) Alterations as set forth in
§ 406.105-1 6f this title will be used In
accordance with Instructions set forth
in subparagraph (18) of § 1006.102 (b)

(25) Contractual contents as set forth
in subparagraph (19) of § 1000.102 (b)

(26) Approval as *set forth in
§ 406.105-2 of this title will be used in
accordance with the instructions con-
tained in subparagraph (20) of § 1000.-
102 (b)

SUBPART L-TUrrON CONTRAcTS
§ 1006.1201 Scope of subpart, This

subpart sets forth the required and au-
thorzed clauses for use in cdntracts for
the furnishing of instruction to Govern-
ment 'personnel or the dependents of
Government personnel.

NoTE: This subpart does not Inoludo
clauses or 'the form of contract for the train-
ing of pilots or mechanics.

§ 10Q6.1202 Contract clauses. (a) All
contracts for the instruction of military
prersonnel of the United States Air Force
at civilian colleges and universities will
include the following clauses in the fol-
lowing sequence:

(1) Definitions as set forth in
§ 406.103-1 of this title. The following
paragraph will be included In the said
clause:

In addition, the following torms and defi-
nitions shall govern for the purposes of thin
contract:

IVCourse"--A series of lectures and/or In-
structions and/or laboratory periods re-
lating to one particular field of s-clonco or
learning.

"Curriculum"--The course as selected by
one student for his course of Instruo-
tion.

(2) Inspection as set forth below,
Inspection. The Contractor agrees to per-

mit the Contracting Officer or his duly au-
thorized representative to make Inspections
of the school facilities and courses offered at
any. time.

(3) Consideration, payment, and in-
voices as set forth below'

Consideration, -payment, and invoices. (a)
The Government will pay to the Contractor
as compensation, the cost of the course of
Instruction of each student as set forth In
the Order covering his enrollment, which cost
-will In no event be a greater amount than
charged for other students pursuing the
same or similar curriculum,

(b) The Government will pay the compon.
sation stated In paragraph (a) above, in
advance as authorized by -----------------
as follows:

(1) For the first semester In which the
student-is enrolled, upon the receipt from
the Contracting Offcer of approval copy of
Order as provided in clause 12 hereof, the
Contractor will submit to the Contracting
Officer a voucher, attaching the Order or
Orders covered thereby, In quintllplicate for
preaudit and forwarding through channela
to the Finance Officer indicated on the cover
page of this contract. Vouchers shall have
the following certificate placed thereon and
shall be signed by such representative or
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representatives of the Contractor as shall be
authorized by the Contractor:

"I certify that the above bill is correct
and just; that payment therefor has not
been received."

(2) As to subsequent semesters, the Con-
tractor will submit invoices as provided in
(1) above, after the student has been en-
rolled for that semester.

(c) Payment on any such invoice will be
deemed to be in complete discharge of the
Government's obligation under this contract
relative to the student(s) named thereon,
to the extent of the semester or period of n-
struction covered by such invoice.

(4) Disputes as set forth in § 406.103-
12 of this title.

(5) Convict Labor Law as set forth In
§ 411.203 of tins title.

(6) Eight-Hour Law as set forth in
§ 411.303 of this title.

(7) Nondiscrimination in employment
as set forth in § 411.803 of this title.

(8) Officials not to benefit as set forth
in § 406.103-19 of this title.

(9) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(10) Termination as set forth below*

Termination. (a) The performance of
work under this contract may be terminated
by the Government in accordance with this
clause in whole, or from time to time in part,
whenever. (I) the Contracting Officer shall
determine that any such termination is for
the best interests of the Government, or (U1)
the student voluntarily, or at the request of
the Contractor withdraws from any course
or courses. Whenever termination is effected
pursuant to (i) above, the Contracting Officer
shall deliver to the Contractor a Notice of
Termination specifying the extent to which
performance of work under this contract
shall be terminated and the effective date of
such termination. Whenever termination is
effected under (f) above, the student after
receiving approval of the Commanding Gen-
eral, Air University shall notify the Con-
tractor and the Contracting Officer of the
effective date of his withdrawal and upon
receipt by the Contractor of any such notice,
it shall unless the Contracting Officer directs
otherwise, discontinue all the work and ac-
tivity specified by such notice at the time set
forth therein.

(b) In the event of termination in whole
or in part, the Contractor shall be paid (i)
all fees then due and owing and theretofore
unpaid, and (i) all accrued fees, in accord-
ance with the established policies of the
Contractor if termination is effected during
any period of instruction.

(11) Termination in the event of re-
vised prices as set forth below"

Termination in the event of revised pris.
The consideration as set forth in each Order
issued hereunder is based on the Contractor's
standard fees on the date of such Order. The
Contractor shall have the right to change any
or all fees for any succeeding semester after
the first semester or period of instruction
upon writteu notice to the Government
thirty (30) days prior to the commencement
of such semester, but in no event to a greater
amount than that charged for other students
pursuing the same or similar course of in-
struction. In the event of such notice, the
Government shall have the option to accept
or refuse the revised fee basis. If the Gov-
ernment elects to refuse the revised fee basis,
it may proceed to terminate the contract un-
der the terms of clause 10 hereof.

(12) Orders for instruction as set
forth below-

Orders for instruction. (a) Requests by
the Government for instruction shall be made
by delivery to the Contractor of an Order to
this contract.

No. 158---8

FEDERAL REGISTER

(b) Such Order shall cover one (1) student
each; shall be presented in Laxtuplicato to
the Contractor by such student at the time bf
matriculation; shall be completed by the
Contractor (who may retain (1) copy for his
file) to show the curriculum of the student
and the cost thereof, and shall be forwarded
in quintuplicato to the Contracting OMcer
for approval. Upon approval by the Con-
tracting Officer, each Order shall be given an
appropriate number, and a copy thereof,
executed by the Contracting Officer, shall be
returned to the Contractor.

(c) All students accepted by the Contrac-
tor shall be registered in the same manner
as civilian students and shall be subject to
the same academic regulations, and shall
have the same privileges, including use of all
facilities and equipment normally furnised
by the Contractor to all students.

(d) In the event It is desired to amend an
Order icsued hereunder for any reason, an
amended Order will be Initiated by the Gov-
ernment and forwarded to the Contractor for
completion and signature, who shal then
process the same in the ame manner as an
original. Such amended Order shall bear the
same number as the original Order In addi-
tion to the appropriate amendment number.

(13) Textbooks, equipment, and sup-
plies as set forth below-

Textbooks, equipment, and supplies. Un-
less otherwise provided herein, all necesary
textbooks, laboratory manuals, and other
equipment which will be required for use by
individual students will be procured by said
students at their own expense.

(14) Student supervision as set forth
-below-

Student supervision. The Contracting Of-
ficer may vary the curriculum as selccted by
the student but shall not require nor make
any change in any course as offered by the
Contractor without the Contractcr'a concent.

(15) Reports as set forth below-
Reports. The Contractor shall submit to

the Contracting Officer at the end of each
term or semester and at such other timbes a
the Contracting Officer may direct, a written
report containing the progress and grades of
each student and such other Information as
the Contracting Officer may require.

(16) Gratuities as set forth In
§ 406.104-16 of this title.

(17) Examination of records as set
forth in § 406.104-15 of this title.

(18) Ceiling prices as set forth In
§ 406.103-22 of this title.

(19) Alterations as set forth In
§ 406.105-1 of this title will be used in
accordance with instructions contained
in subparagraph (18) of § 1000.102 (b)

(20) Contractual contents In ac-
cordance with instructions contained in
subparagraph (19) of § 1006.102 (b)

(21) Approval as set forth in § 406.-
105-2 of this title will be used in ac-
cordance with instructions contained
in subparagraph (20) of § 1000.102 (b),

§ 1006.1203 Base resdents. (a) All
contracts for the tuition of dependents
of military and civilian personnel resid-
ing at the Department of the Air Force
bases or Installations will include the
following clauses in the following se-
quence:

(1) Definitions as set forth In § 406.-
103-1 of this title.

(2) Inspection as set forth In sub-
paragraph (2) of § 1006.1202 (a).

(3) Consideration, payment, and n-
voices as set forth below:
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Consifderation, pament, ar4 ftroicca.
(a) The amount to ba paid by the Govern-
ment for cervices rendered hereunder shall
be on a per-pupil bacis as set forth herein-
below and in accordance with the Enroll-
ment Schedule attached hereto.

(b) Air Force Regulation 34-10, dated 9
June 1948, authorizes per-pupil payments
up to, but not In excess of an amount equal
to that of the full gross operating cost per
pupil minus any end all grants, contribu-
tionz, or credit received from local, county,
State end/or Federal sources other than fur-
nLshed under this authority, which are ap-
plicable to the eligible dependents enrolled
in the School District, divided by the aver-
age daily memberahip attendance.

(c) The Contractor shall be paid at the
end or each cemester upon rendition of prop-
erly certified Invoices or vouchers, at the
rate stipulated herein for each pupil en-
rolled, l-

-
s deductions, If any.

(d) /nrofces and certifl.eetons. Invoices
shall be submitted in quadruplicate, the
original of which shall be signed by such
rcpre.entative or representatives of the Con-
tractor as shall be authorized by the Con-
tractor, and which shall contain thereon the
following certificate:

" certify that the charges stated herein
are correct and just and that payment there-
for has not been received."

Invoices shall be mailed to the attention of
the office designated elzewhere herein for
forwarding to the Finance Offcer designated
to make payment hereunder.

(e) Payment hereunder shall not be made
In advance of service rendered.

(f) Payment for fractional pTart of month.
Enrollment or attendance for any fractional
part of a month shal be regarded _" attend-
ance for a full month, unless the annual
school year session is terminated before the
end of a full month.

(g) Additional enrollments or cithcraw-
als. Payment covering enrollment of addi-
tional pupil(s), or withdrawal of enrolled
pupil(s), during any part of the annual
school year =s1on shall be made and pro-
rated on the baL of the period of services
rendered, and at the rate and under the terms
and conditions herein ret forth.

(4) Disputes as set forth in § 406.103-
12 of this title.

(5) Convict labor asset forth in § 411.-
203 of this title.

(6) Eight-Hour Law as set forth in
§ 411.303 of this title.

(7) Nondiscrimination in employment
as set forth In § 411.803 of this title.

(8) Officials not to benefit as set forth
in § 406.103-19 of this title.

(9) Covenant against contingent fees
as set forth in § 406.103-20 of this title.

(10) Termination for the convenience
of the Government as set forth below"

Termination. This contract shall be bind-
ing until date of expiration, unless sconer
terminated in whole or In part by the Con-
tracting Officer giving notice of ouch terml-
nation to the Contractor In writing 30 days
prior to the date the contract will be co
terminated. The Government shall be llable
for payment only for services rendered prior
to the date of termination, but shall not be
liable for damages or losses suffered by the
Contractor on account of such termination.

(11) Gratuities as set forth in
§ 406.104-16 of this title.

(12) Examination of records as set
forth in § 406.104-15 of this title.

(13) Ceiling prices as set forth in
§ 400.103-22 of this title.

(1) The contract clauses as set forth
in § 406.104 of this title (not otherwie
mentioned In this pmrt) and Part 4r, of
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this title will be used in accordance with
instructions contained in said -section
and part. The clauses set forth in
§§ 406.105-5, 406,105-7 and 408.106 of this
title will be used where necessary -or
desirable to cover the subject matter
contained in such -clauses.

(15) Alterations -as set -forth in
§ 406.105-1 of this title will be used in
accordance with Instructions contained
in subparagraph (18) of ,§ 1006.102 (b)

(16) Contractual -contents in accord-
ance with instructions set forth in sub-
paragraph (19) of '§ 1006.102 (b) of this
part.

(17) Approval 'as sqt forth in
§ 406.105-2 of this title Will be used in
accordance with instructions contained
in subparagraph (20) of.§ 1006.102 (b)

SUBPART M-SPECIAL CLAUSES
§ 1006.1301 Scope of subpart. This

subpart sets forth clauses authorized for
use in connection -with those 'prescribed
'heretofore. Circumstances for and limi-
tations upon their use are also set forth
n tins subpart.

§ 1006.1302 Furntshlng of matertals
and supplies by the Government. The
following clause may be inserted in the
contracts set forth in §§.1006.102 and
1006.104.

Furnishing of materials and 'supplies, by
the Government-(a) Government's option.
The Contracting Officer may at his option
from time to 'time furnish the" Contractor
with materials and/or supplies not readily,
obtainable in 'the open market and which are
required by the Contractor for the perform-
ance of this contract. In such event, an
equitable adjustment in the contract price
shall be made as provided in clause 2 hereof.

(b) Delivery and disposition thereof. In
'the event materials, supplies, equipment or
other property are furnished by the Govern-
ment to the Contractor under this contract,
except such .materia'l and/or supplies fur-
nished under the terms of this clause, for
installation in the products and materials or
other items called for hereunder, or for use
in connection with the performance of this
contract, said Government property shall be
delivered to the Contractor f. o. b. cars or
carrier's equipment at the plant or plants of
Contractor, or the -point or points nearest
thereto that rail carrier service is available,
and any of such materials, supplies, equip-
ment or other property not'permanently in-
stalled in the products and materials or other
items called for hereunder, or properly ex-
pended by the Contractor in the performance
of this contract, shall 'mless otherwise 'pro-
vided herein, be delivered by 'the Contractor
to the Government -. o. 'b. cars or carrier's
equipment at Contractor's plant or at the
point of points nearest thereto at which
the shipment can be delivered into carrier's
possession, packed for domestic shipment.

§ 1006.1303 Guaranty. 'When deemed
necessary to the benefit of the .Govern-
ment, the following clause Jmay be used
in lieu of the clause entitled "Guaranty"
in §§ 1006.202 and 1006.204.

Guaranty. (a) The Contractor guarantees
that the services hereunder will conform to'
the highest professional standards In the
field, and that at the time of delivery thereof
to the Government,-the articles-provided for,
in this contract will conform to the require-
ments of this contract, and will be free from,
any defects in material and 'workmanship;
subject, however, to the 'following paragraph
(b).

RULES AND REGULATIONS

(b) The final acceptance of the supplies or
wort by the Government shall be conclusive
except as 'regards (A) 'fraud or such gross
milstakes as amount -to fraud, or '(B) any
,defects 'or .failure-:to conform 'to contract
?requirements us to which 'the 'Government
'bs 'notified the 'Contractor within aix (6)
'months -after the date of 'said, acceptance.

'(d) 'The Contractor 'shall, whenever dis-
,covered by -the -Government and Tequested,
'remedy'defects or failures to 'conform to con-
'tract requirements by correction or replace-
ment, at no cost whatsoever to the Govern-
ment, when said defects 'or failures are
'determined to have been occasioned 'by the
reasons set forth in (A) of paragraph (b)
'preceding.

'(d) Subject to the time limitation set
forth 'in -paragraph (b) hereof, the Con-
tractor shall remedy defects',or failures to
'conform to 'contract requirements by cor-
Tectfon 'or -replacement, when due to causes
'otherthanthose enumerated-in (A) of para-
graph (b) 'hereof, -and 'for performance
'thereof'the 'Contractor shall be entitled to
'be reimbursed -its costs in accordance with
'the clause hereof entitled "Reimbursement,"
"bit no additional fee shall be payable in
,connection therewith. I

(e) The foregoing provisions shall be'equally applicable to any work performed
hereunder.
NOTE: When the foregoing clause is used,

the following revisions are to be made in
.the clause entitled " nspection"'

'(a) The last sentence of paragraph (c)
should 'be deleted.

(b) Paragraph (e) should be deleted in its,entirety. a

§ 1006.1304 Superseding specflcca-
'tions. Anycontract Which requires that
the 'Contractor comply with a Govern-
"ment specification 'may contain the fol-
lowing clause:

Superseding specifications. All references
in any Government specification incorpo-
rated herein .to other Government specifica-
tions shall be deemed to include all
specifications supplementary to or super-
,sedingthe specifications so referred to, to the
extent that such supplementary or super-
seding specifications are in effect at the date
of Contractor's latest quotation, if the Con-
tractor was furnished or otherwise notified
of the existence of such supplementary or
superseding specification at the time of said
quotation.

§ 1006.1305 Delay zn delivery of data.
Any fixed-price supplies contract which
calls for the telivery of end items and
also Tor technical data, such as hand-
books, service, -manuals, or other infor-
mation necessary for the proper main-
tenance or servicing of the end item,
may, if desired, include the following
clause:

It is 'understood that the efficient use by
the .Government of the supplies called for
'hereunder requires that the data called for
hereunder be delivered not later than the
time or respective times 'herein specified.
If such data is not delivered at said time or
times, the Government may at its election,
so long as such data remains-undelivered, un-
less the delay in, delivery thereof arises out
of causes beyond the control~and without the
fault-or negligence of the Contractor within
the 'meaning of the clause- hereof entitled
"Default," withhold payment to the Con-
tractor for any of the supplies theretofore
delivered to the 'Government, xefuse approval
of the Contractor's vouchers and refuse to
accept further deliveries -hereunder from the
'Contractor or take any other action auth~or--
ized by law-orTegulation now or hereafter in

Leffect Ancluding termination of this contract,
for default to 'the extent.and in the manner

authorized by said clause, and may 'tako iny
or all of the IforegOing actions separately or
'in combination.

§ 1006.1306 First article approval.
'Any fixed-price supplies -contract, under
which it is desired to require the Con-
,tractor to furnish 'rst articles for in-
spection and to Tefrain from producing
additional articles until the first article
has been approved, mqy include tho
following clause:

'Prior to production of the remaind r of the
articles 'alled for -under Item ---- , hereof,
Contractor shall deliver, all transportation
costs prepaid, the first article called for in
said Item to the address listed below for In-
spection and approval. The said first article
shall be delivered in accordance with the
delivery schedule set forth herein. Said
first article shall comply with the require-
ments set forth in said 'Item and shall be
subject to acceptance by the Government In
accordance with said requirements. Pend.
Ing acceptance of said brat article, the re-
maining like articles called for shall not be
fbricated and/or 'produced. If Inspection

reveals discrepancies which require change In
specifications, such changes will be processed
in accordance with the clause hereof entitled
"Changes." The first article shall be do-
livered to-the destination set forth in the
Schedule.

§11)06.1307 Production sample tests.
Any ixed-price s'upplies contradt, under
whichit is desired toprovIde for produc-
tion sample tests, may include the fol-
lowing clause:

Produdtlon sample tests. At the election
of the Contracting Offiere, 'whenever he
deems it ntcessary in order to insure that
the levels of quality and performance are
being maintained In accordance -ith estab-
lished standards, 'ho may require the Con-
tractor to submit production samples of the
articles being produced hereunder. Produc-
tion sample tests shall be performed at the
Contractor's plant or at such other place as
the Contracting Ofilcer may designate. Con-
tractor shall furnish, on request by the Con-
'tracting Officer, such personnel and faoilltlea
as may 'be required to conduct such tUst
The'Government shall not be liable for loss
or destruction of. or damage to samples oc-
curring during or Incident to tests. At the
conclusion of tests, samples shall, If requested
by the Contractor, be returned to the Con-
tractor in their then condition and sid
samples may thereafter be submitted by the
Contractor as contract items providing all
worn, broken or defective parts and finishes
are repaired or replaced by the Contractor.
If production sample tests are to be per-
formed at an Air Force base, transportation
charges to and 'from such'base shall 'be pro-
'paid by 'Contractor and samples shtill be
plainly marked 'Production Samples, Con-
tract 'No. (insert number of this contract)."

§ 1006.1308 First article inspecton.
Any 'fixed-price supplies contract, under
which 'it is desired to obtain submission
of 'first articles for insPectIon, but that
the Contractor continue production of
remaining articles pending approVal,
anaycontain the following clause:

In accordance with the delivery schedule
set forth herein the Contractor shall submit
'the first article of Item hereof to the
Government for inspection from the first
production of the equipment to be delivered
'under the terms of the contract to the (in-
sert address of consignee). "For First

.Article -Inspection and Acceptance" The
,Contractor may continue to produce the
balance of the articles to be delivered under
the terms of the contract while the first ar-
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ticle is undergoing inspection and tests. The
Contractor shall be notified in writing by
the Contracting Officer of the results of the
tests on the first article. If the first article
is accepted, production shall continue with-
out delay. If the first article is rejected, the
Contractor shall make the necessary changes,
as recommended by the Contracting Officer
to bring the equipment within specification
limits, at no additional cost to the Govern-
ment and with a minimum delay In produc-
tion. The correction shall be made on all
production items prior to presentation to the
Government inspector for inspection and ac-
ceptance. Production of the articles to be
delivered under the terms of the contract
may continue while the sample parts and
data to be submitted-for test and approval
under the applicable specification are being
tested. The Contractor shall replace any re-
jected parts with approved parts before pres-
entation of the completed items to the Gov-
ernment inspector for Inspection and
.acceptance.

§ 1006.1309 Progress payments (75

percent) Any fixed-price suply or serv-
ace contract, under which it is desired to

make progress payments in an amount
not to exceed '5 percent of the cost of
the property, may include the following
clause:

Progress payments. Progress payments,.
which are hereby defined as payments prior
to -acceptance, on work in progress for the
Government under this contract, may be
made upon the following terms and
conditions:

(a) The Contracting Officer may, from
time to time, authorize progress payments to
the Contractor upon property acquired or
produced and service performed by it for the
performance of this contract; provided, that
such progress payments shall not exceed '75
percent of the cost to the Contractor of the
property and services upon which payment is
made, which costs shall be determined from
evidence submitted by the Contractor and
which must be such as is satisfactory to the
Contracting Officer as being representative of
the value of the work already performed, pro-
vided further, that in no event shall the total
of unliquidated progress payments (see (d)
below) and of unliquidated advance pay-
ments, if any, made under this contract, ex-
ceed 80 percent of the total contract price of
supplies or services still to be delivered.

(b) Upon the making of any progress pay-
ment under this contract, title to all parts.
materials, inventories, work in process and
nondurable tools theretofore acquired or pro-
duced by the Contractor for the performance
of this contract, and properly chargeable
thereto under sound accounting practice,
shall forthwith vest in the Government; and
title to all like property thereafter acquired
or produced by'the Contractor for the per-
formance ,of this contract and properly
chargeable thereto as aforesaid shall vest in
the Government forthwith upon said acqui-
sition or production; provided, that nothing
herein shall deprive the Contractor of any
further progress or final payments due or to
become due hereunder; or relieve the Con-
tractor or the Government of any of their
respective rights or obligations under thls
contract.

(c) The Contractor represents and war-
rants that the property, upon which ans
progress payment is made hereunder, shall
be cleared of all liens and encumbrances oJ
any kind whatsoever upon receipt of a3
progress payment.

(d) In making payment for the supplie,
furnished hereunder, there shall be deductec
from the contract price therefor a proper.
tionate amount of the progress payment
theretofore made to the Contractor, unde
the authority herein contained.

(e) It is recognized that protferty (includ
ing, without limitation completed supplies
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spare parts, drawings, Information, partially
completed supplies, work in proces. mate-
rials, fabricated parts and other things called
for herein. title to which is or may hereafter
become vested in the Government pursuant
to this clause will from time to time be uced
by or be put in the care, custody or po=e-
sion of the Contractor in connection with the
performance of this contract. The Contrac-
tor, either before or after receipt of Notice
of Termination at the option of the Govern-
meat, may acquire or dIspoce of property to
which title is vested in the Government un-
der this clause, upon terms approved by the
Contracting Officer: Prorided, That after re-
ceipt of Notice of Termination, any such
property that is a part of termination inven-
tory may be acquired or disposed of only
in accordance with the provisions of the
termination clause of this contract and ap-
plicable laws and regulations. The agreed
price (in case of acquisition by the Contrac-
tor) or the proceeds received by the Con-
tractor (in case of any other dlpositlon),
shall, to the extent that such price and pro-
ceed do not exceed the unliqudated bal-
ance of progress payments hereunder, be
paid or credited to the Government as the
Contracting Ofcer shall direct; and such
unliquidated balance shall be reduced ac-
cordingly. Current production scrap may
be sold by the Contractor without approval
of the Contracting Officer but the proceeds
will be applied as provided in this paragraph
(e), provided that any such Ecrap which is
a part of termination inventory may be Cold
only in accordance with the provilons of
the termination clause of this contract and
applicable laws and regulations. Upon llqul-
dation of all progress payments hereunder
or upon completion of deliverles called for
by this contract, title to all property (or the
proceeds thereof) which has not been de-
livered to and accepted by the Government
under this contract or which has not been
incorporated In supplies delivered to and
accepted by the Government under this con-
tract and to which title has vested in the
Government under this clause shall ve t in
the Contractor.

(f) The provislons of this contract refer-
ring to "Liability for Government-furnished
Property" and any other proyl lon of this
contract defining liability for Government-
furnished property shall be inapplicable to
property to which the Government shall
have acquired title rolely by virtue of the
provisions of this clause. The provisons of
this clause shall not relieve the Contractor
from risk of loss or destruction of or dam-
age to property to which title vests in the
Government under the provisions hereof.

(g) If this contract (as heretofore or here-
after supplemented or amended) contains
provision for advance payments, and in addl-
tion if at the time any progres payment is
to be made to the Contractor under the pro-
visions of this progress payments clause any
unliquidated balance of advance payments
Is outstanding, then notwIthnstanding any
other provislon of the Advance Payments
clause of this contract the net amount, after
appropriate deduction for liquidation of the
advance payment, of such progres payment
shall be deposited in the special bank ac-
count or accounts maintained as required
by the provisions of the Advance Payments
clause, and shall thereafter be wlthdra~wn

- only pursuant to such provisions.

1 § 1006.1310 Progress payments (90
percent) Any fixed-price supply oi

service contract, under which It Is de-

sired to make progress payments In ar

L amount not to exceed 90 percent of dl.
- rect labor and material costs to the con-

tractor of the property, may include the
r clause set forth in § 1006.1309, excepl

that in paragraph (a) of such Eection

the words "75 percent of the cost" shal

be replaced by the words "SO percent of
the direct labor and direct material
costs."

§ 1006.1311 Spare parts promzonrzg.
Any fixed-price supply contract under
which It Is desired to provide for the fur-
nighing of spare parts for such supplies,
and not under a spare parts provisioning
appendix, may include the following
clause:

Spare parts. (a) The spare parts called
for in Item ---- hereof -hall be selected
from a list of spare parts to be prepared by
the Contractor and furnished in triplicate to
the Contracting Off1cer at the base at which
this contract was written, within ---
days after award. Said list shall enumerate
all parts comprising the item called for in
Item hereof, shall state the quantity
per end Item, and the parts shall be identi-
fied by the original manufacturer's part
number and complete nomeclature. Part
numbers of the manufacturer of the end
item or of a manufacturer who performs
only assembly shall not be shown. Such list
shall Include Contractor's proposed unit
prices, and the quantities and unit prices
shall be subject to revision by negotiation as
hereinafter provided. Said list shall be pre-
pared In accordance with Army-Navy Specd-
fcation A,-L-15 (see Note 1).

(b) At the time of submission of such list,
Contractor shall advise the Contracting Om-
cer when the material hereinafter in this
paragraph mentioned will be available. Con-
tractor will make available at his plant two
at the units called for in Item hereof,
one of which shall ba completely sembled
and in operating condition and the other of
which shall be completely disssembled. All
parts O the disassembled unit will be tagged
ro as to chow vendor's or original =nufac-
turer's part number and nomenclature.
Drawin03, blueprints. and photographs suff-
cdent to show in detail the location of each
part of the end Item will likewise be pro-
vided. At such time as the activity respon-
vible for determining spare parts require-
ments shaill fix, and upon notice to
Contractor, a provisloning team will visit the
Contractor's plant and examine the units,
assembled and dIsassembled, mentioned in
this paragmph, and will then and there mae
preliminary c!lection of the spare parts to be
furnrihed hereunder. Such selection shal
be communicated to the Contracting Officer
by the provLloning team.

(c) Contracting Officer shall designate the
spare parts required and shall advise Con-
tractor with respect thereto as well as with
re-pcct to the method of packaging and
pre-cervation to ba employed, and the Con-
tractor and the Contracting Officer shall
thereupon negotiate prices, for the spare parts-
co designated and the lst of spare part- and
prices agreed uuon shall 16o made a part of
this contract by attachment thereto as an
exhibit. In the event the total price of spare
parts shall be more or less than the price
stipulated in Item ---- hereof the total
price of this contract shall be modified ac-
cordingly by appropriate amendment.

(d) Whenever a deoln change I- made In
the articles described in Item _ _ the
Contractor will forthwith prepare a state-
ment showing by Item and part number the
changes which in the opinion of the Con-
tractor should be made in the spare parts
list and shall forward six,(6) copies thereof
to the Contracting O cer. Included in such

* list shall b a statement as to the effect of
L the desgn change on Interchangeability of
. the spare parts affected by the change, the

effective point at which the change is to be
made, and Contractor's recommendation as
to part number. and quaintities which the
Contractor recommends for procurement.
Thereupon changea shallbe made in the spare

L parts exhibit, quantities, items and prices as
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may be mecessary in order to conform to the
design change.

(e) (See Note 2). Contractor agrees that
he will for a period of ten (10) years from
the date of this contract or for the useftil life
of the send Item, whichever is -the lesser, fur-
nish additional spare parts at such pfices as
shall hereafter -be negotiated.

NoTrai. Thelast sentence of'paragraph (a)
should be omitted if inapplicable. .ara-
graph (b) is designed for cases where the
"Provisioning Team" procedure is employed.
If not so employed, 'paragraph (b) should be
omitted and the remaining 'paragraphs
renumbered.

'NOTE 2: Paragraph (e) should'be deleted
if inapplicable.

§ 1006.1312 Advance 'payments. .Any
fixed-price supplies :contract under
which malting Df advance payments has
been authorized an accordance with the
requirements of Armed Services *Pxo-
curement :Regulation and these Proce-
dures may include ±he followingclause:

Advance Tayments. (a) 'he Government
shall, from time- to time at the 'equest of
'the Contractor, and subject to approval by
the 'Contracting 'Officer us to'the need there-
'for, make advance payments to the Con-
tractor. The aggregate of such advance
payments shall not'exceed the sum s1 $ ....
or ------ percent of the contract 'price, 'as it
may be amended, Whichever shall be the
smaller. ..

(b) AM advance 'payments ani, miless
'otherwise 'directed 'n -writing by 'the Con-
tracting Officer, -all other 'payments -inder
this contract shall be made bycheckpayable
to the Contractor 'and marked 'for -deposit in
a special 'bank uccount -with such bank or
banks as -may 'be selected 'by the "Contractor
,and 'approved by the Contracting 'Officer.
Before any advance -payment -is 'made, the
Contractor shall transmit-to the Contracting

'Officer anagreement in duplicate, satisfactory
to the "Contracting OMfcer, with 'each bank
in Which -any 'special bank 'account is estab-
'lished, clearly-setting'forth the-special char-
acter of the account and the Tesponsibilitles
of 'the -bank 'thereunder. N6 part of the
'funds in the special bank -account, -prior to
'ithdrawal thereof 'from such account as
hereinafter 'rovided, -shall be 'mingled -with
other funds s1 the Contractor. Eac]i -with-
drawal shall be made only 'by check of the
'Contractor countersigned 'on behalf of the
Government by the Contracting Officer. The
funds in the special bank account shall be
'withdrawn -and used solely for the purposes
of making payments -for direct "ndterials,
direct labor and overhead expenses, .equired
'in the performance of this contract and
'properly allocable thereto in accordance with
generally accepted accounting principles, and
for such other purposes as -the Contracting
Officer may approve in writing.

(c) On the 'unliquidated balance of the
advance payments 'outstanding, -the Con-
tractor agrees to -pay interest at the Tate of

'--- percent per annum. Such interest shall
be computed at the 'end of 'each calendar
month on the average daily balance of the
principal of the unliquidated advance pay-
ments outstanding. In determining such
balance, charges on 'account of 'the advance
payments to the Contractor 'hereunder shall
be made as of'the dates of the-checks there-
for; credits arising from deductions from
payments 'to the Contractor under this con-
tract shall be -made as of the dates of issue of
the check for such payments; and credits
arising from cash repayments-to'th "Govern-
ment by the 'Coitractor shall -be made as of
the dates the checks'therefor are-received by
the Finance'Officer. As soon-as such monthly
computations shall have been made, 'the
interest so determined -shall be deducted
from the payments otherwise due to Con-
tractor under this contract.

(d) Liquidation of 'the principal 'of any
-advance 'payment imade 'to the :Contractor
hereunder shall be 'made ,by deductions -of

percent,'from any and all 'payments
'made by 'the Government 'under 'the 'terms
'f 'thscontract; -provided, that If at any time
'the unliquidated 'balance -of 'the principal
of advance payments !made 'exceeds ------
)percent 'of the 'balance of 'the total contract
-price thenunpaid,,the amount of such excess
'shall upon demand'of the Contracting Officer
'be promptly Teturned to the Government
by withdrawal -from the special bank ac-
count or otherwise, and if not so returned,
shall be -deducted 'from any and all pay-
'ments'to be.'made'bytthe Go4rernment'under
tthe 'contract. The Contractor may at any
time 'repay 'to the Government all or any
'part of the funds advanced hereunder anL
shall at any time, 'Upon demand by the Con-
'tracting Officer, repay such part of 'the un-
'liquidated balance of advance -payments as
shall -n the opinion of 'the -Contracting
Officer be in excess of the amount necessary
for the current eeds of the Contractor. 'If,
upon completion of the contract or 'upon its
termination for other than 'the fault of the
'Contractor, the advance payments 'and In-
'tereSt 'thereon, -If any, -have -not 'been fully
'liquidated, the unliquidated balance 'thereof
-shall'be deducted 'from any 'payments other-
'wise due 'the Contractor, "and if such deduc-
'tions -are insufficient -to -cover such balance,
,the -deficiencyshall be paid by-the Contrac-
'tor forthwith after -demand. 'In the event
'of termination 'of this contract because of
'the fault 'of the Contractor, 'the Contractor
'agrees to 'eturn 'to the ,Government, upon
-demand, 'without'set-off-of any sums alleged
'to 'be 'due 'the :Contractor, the unliquidated
'balance of any advance -payment and'interest
thereon, if any. If'the-Contractor -institutes
.or ,has Instituted 'against It'any 'bankruptcy,
'reorganization, receivership, or insolvency
-proceedings, or makes "or enters into any
,usignment -for the benefit of, -or arrange-
anent or -composition 'with, its creditors, the
'Contracting :Officer without limiting any
'rights 'which 'the Government may other-
'wise have7 may upon written notice to the
Contractor -(i) withhold 'further with-
drawals from the special 'bank account, (Ii)
"withdraw all 'or any part of the 'alance in
the -special bank -account by check signed
solely by the 'Contracting Officer,'and (iII)
,demand 'immediate Tepayment of the un-
liquidated balance -of advance' 'payments
hereunder. If the 'demand made in any
event set 'forth In -this 'subparagraph is not
'met within 15 days of 'receipt thereof, the
amount -demanded will bear interest at the
rate of 6 percent Tather -than at the rate,
if 'any. specified elsewhere In this clause,
'from the date of recelpt'of'thedemand until
'payment ,is 'made.

(e) Pursuantto the-provisions of section 5
of the Armed Services Procurement Act of

'1947, 'any and all advance 'payments made
under this contract shall be secured by a
lien In favor of'the Government, paramount
to all other liens, upon the supplies con-.
tracted 'for by this'contract, upon 'the credit
,balance in any special 'bank account, and
upon all -the material and other property
acquired for -or allocated to the performance
'of the contract'except to'the extent that the
Government'by'virtue of ny other provision
of this contract, or otherwise, shall have
title to such-supplies,'material or other prop-
erty. The Contractor, to the extent deter-
mined necessary and practicable by the Con-
tractng'Officer,'shall identify by marking or
segregating all property which is subject to a-
lien in :avor of the Government by virtue of-
any provision cd this contract in such a way
as to Indicate -that it, is -subject to such lien
and that it has 'been acquired for or allo-
rated to the performance of this contract.
'The 'Contractor shall maintain adequate ac-
counting control over such property on its
books and records.. If such supplies, ma-

terlals, 'or other property are 'not identified
'by marking or segregation, the Govornmont
'shall be 'deemed to have a lien to 'the extent
'f the -Government's Interest hereunder on
rany mass of 'property with ,whilh such sup-
-plies, materials, or other Troperty is Inter-
'mingled. 'When all *advance payments made
Tunder 'this contract, together with Intoreot
'thereon, if any, have boon liquidated, any
'funds Temaining In the special bank account
shall, -upon notice in wniting 'to the deposi-
tory bank by 'the Contracting Offieor, be free
-andclear of any lien hereunder and may be
'Withdrawn by'the ContraOtor Wlthout coun-
terslgnature or other reafridtions hereunder,

0(f) The 'Contractor aball 'furtish 'to the
'Contracting 'Offlecr (1) 'balance shoots and
'prdfit 'and 'loss statements quarterly, or at
such 'other 'irttervals as 'the Contracting
"Offlcer may'reqtilro, "(I) monthly 'oports on
+the operation of 'the special baik account,
'and (i1) such other Ilnancial information
concerning the operation of the Contractor's
business as may be requested, The Con-
tractor shall at all times afford to the Con-
tracting Officer proper facilities for inspec-
tion and -a'dlit of the Contractor's finanoial
'records and 'ccounts.

§ 1006.1313 .Employment 6f allens,
To permit the contract clause sot forth
in § 406.104-3 of this title to be embodied
in the printed text of standard contla-ot
.forms, the following words may -be In-
,serted preceding the language sot forth
-in §,406.104-3: "If this contract- calls for
furnishing or constructing aircraft, air-
craft parts, or aeronautical acces-
series , * -*"

'§ 1006.1314 Prlor instruimcnfs super-
weded. Those 'definitlve -contraots 'whloh
-operate to Teplace a -preceding award or
'letter 'contract or other 'similar Instru-
ment will contain the following clause:

Trhis is 'the definitive 'contract contem-
'plated by (Itter contract) (not of award)
'dated -- --------- and designated Contraot
'No. - -and supersedes, said o(letter con-
'tract) '(Notice of-award).

§,1006.1315 Bailment conteMplated.
'Any contracts under which it ds con-
,templated that'the Government will, by
'means -of a separate bailment contract,
furnish items to the Contractor for use
in 'connection with performance of the
.contract, may contain the following
.clause:

It is contemplated by the parties heroto
'that the Government will loan, In addition
to any other property listed in this contract
as -to be "furnished" by the Government, to
-the Contractor (items to be enumerated) tor
use in connection with 'the performance of
this contract, and that an appropriate writ-
ten agreement of ballment Will be entered
into by 'and between the parties hereto for
'that'purpose. In 'tho event of delay or full-
'are of the Government toloan suchiproporty,
as aforesaid, the provisions of the Clause of
'this -ontract entitled "Government-Fur.
nished Property" or "Government Property"
relatng'to failure or delay In the furnishing
of property, shall be applicable,

§ 1006.1316 Special delivery provl-
mons. Any txed-prico contract tfor re-
-search, of such highly experimental
character that the contractor's ability to
perform within a stated period of time
'IsIn doubt, may,'with the approval of the
commanding general of'the command in-
volved, include the following clause:

Special ,F'ovisfon relating to delivery. (a)
If the Contractor, despite 'reasonable dili-
gence, Wiml be unable to complete the work
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called for under this contract by the date of
delivery specified in the Schedule, it may give
the Contracting Officer written notice of the
anticipated default in delivery; provided such
notice is given not less than thirty (30) days
before the date of delivery specified in said
Schedule or at such time as the Contracting
Officer deem sufficient. If such notice is
duly given, then the Contracting Officer may
in his discretion extend the date of delivery
specified in said Schedule for such period as
he deems advisable, and modify this contract
In writing accordingly.

(b) The Government agrees that, so long
as the Contractor acts with reasonable dill-
gence in the performance of the work called
for hereby, it will terminate performance un-
der this contract only pursuant to the clause
hereof entitled "Termination for Convenience
of the Government" and not under the clause
hereof entitled 'Default."

§ 1006.1317 Facilities contemplated.
If it has been agreed that the contractor,
for the performance of a particular sup-
ply contract, requires the use of certain
facilities which are to be furnished to
h.m under the provisions of a separate
facilities contract, a clause shall be in-
corporated in the supply contract cover-
ing the following subject matter m as
detailed a manner as practicable:

a. 'nat facilities will be furnished (in-
eluding the maximum value thereof where
a fixed-price supply contract is involved, and
the estimated cost thereof where u cost-
plus-fixed-fee supply contract or a fixed-
p3rlce supply contract with price redetermi-
nation is involved);

b. When such facilities will be furnished;
c. The effect of delay of receipt of the fa-

cilities; and
d. The effect of nonreceipt or withdrawal

of the facilities. In addition, the clause will
specifically authorize the use of said facill-
ties, and will set forth the fact that the-use
is on a rent-free basis, or the rental to-be
paid for said use.

§ 10061318 Transportation charges.
Any fixed-price supply contract under
winch the Contractor has quoted a price
including the transportation charges,
and it is desired to provide for the pos-
sibility of shipment on Government bill
of lading, may include the following
clause:

The Contractor hereby agrees that in the
event that shipments hereunder are made
on Government bill of lading, there shall be
deducted from the contract price the com-
mercial freight charge for delivery to the
-destination specified herein, -including any
Federal, State, or local tax directly applica-
ble thereto. The Contractor further agrees
to show any such reductions on the invoices
submitted hereunder.

§ 1006.1319 Flight rmsks. Any sup-
plies contract under which the Contrac-
tor is required to operate aircraft, and
whereunder, the contract pricing does
not include any amount for flight risk
insurance premiums, may include a
clause whereby the Government as-
sumes the isk of loss of aircraft during
their operation by approved Contractor
personnel.

§ 1006.1320 Increase option. A n y
fixed-price supply contract, under which
it is desired to furnish an option on the
part of the Government to increase the
quantity called for, may include the fol-
lowing clause:

Option for increased quantity. The Con-
tractor grants to the Government the right,
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at any time during the life of ti contract,
to Increase the quantity or quantities of the
supplies called-for herein, at not mare than
the unit price stated by an amount not cx-
ceeding 50 percent of the entire contract
price. Said inereae may b applied to ll
or any item or Items at the option of the
Contracting Officer. The exercise of ouch
options shel be evidenced by supplemental
agreement or amendment hereto.

§ 1006.1321 Special overtime provi-
stons. The following clause is author-
ized for use in any fixed-price contract
which contains a price redetermination
provision, and the use of such clause is
recommended although not required:

Orertime. The Contractor shall not per-
form overtlme'work under or in connection
with this contract for which premium com-
pensation is required to be paid. uncs ap-
proval Is obtained. equest for such ap-
proval will be made to the oica having
administrative responsibility as de:sgnated
elsewhere in this contract. In the event of
failure to obtain such approval, premium
compensation payments will not be rcccZ-
nized in making any price adjustment under
any provisions of this contract pertaining to
adjustment of price.

§ 1006.1322 Spectal inspection pro-
rmtsns. In fi:%ed-price supply contracts
for the production of experimental air-
planes, the provision of (e) under sub-
paragraph (14) of § 1006.102 (b) may be
deleted and the following substituted:

The Contractor chall. in the manufacture
of the articles to be supplied under this con-
tract, be required to use such jik, fixtures,
and/or other devices and appliances in all
processes which are suitable for the fabrlca-
tion of experlmental-typ3 airplanes and per-
tinent spares. Such jiga, fixtures and/or
other devices and appliances may b of tem-
porary-type construction, but shall be ade-
4uate to maintain the dimencions of the air-
planes as called for in the applicablo draw-
ngs.

§ 1006.1323 Discount. Any lxed-price
supply contract, under which the con-
tractor has quot'd a price subJect to ds.
count for prompt payment, may contain
the following clause:

Cash discount. The Contractor -hall allow
the Governmaent a cash dLcount of ____
percent. provided payment Is mado within
.... days.

§ 1006.1324 Construction guaranty.
Any construction contract (see Subpart
F of this part) may. if desired, contain
the following clause:

Without limiting any other right of the
Government or obligation of the Contractor
under this contract, but n addition thereto
if within one (1) year from and after date
of final inspection and acceptance, any part
or parts of the material to be furnished under
this contract fall due to defective material
or vorkmanship or reveal that they did not,
at the time of final acceptance and In-pec-
tion, conform to the specifications and con-
tract, the Contractor Ehail, at Ito own e-
pease, correct the defect or defects.

§ 1006.1325 Fixed overhead rates.
All cost-plus-a-fixed-fee (see Subpart B
of this part) or cost reimbursement (see
Subpart K of this part) type contracts,
under which it is desired to use fixed
overhead rates in lieu of actual rates,
may include the following clauce:

Fizcd orerlcad ratcs. It has been deter-
mined by the Contracting Officer, In advance.
and agreed to by the contracting partles for
the purpose of simplifying auditing proce-
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dures applicable hereto, that the amounts
cet forth in the Schedule represent a reason-
able and proper proportionate share of all
of Contractor'a overhead applicable and al-
locable to the performance of this contract,
and as excluding any expenditures or Items
of ccst for which direct reimburzement is
Provided esewhere In this contract. Unless
the prier approval of the Contracting Officer
is obtaincd. the Contractor shall not change
Its method of accounting under this contract
In such manner as to account for any item of
cost on a dlrect-ca-t baza if such item of
cost =a conldered as an indirect charge
for the purpose of establishing the overhead
rates set forth n the Schedule.

§ 1000.1326 Redetermiznation of orcr-
head rate. Normally, when the clause
Let forth in this section is used the fol-
lowing clause will be uzed:

Redete m faffon of overhead rate. (a)
The overhead rates ct forth in the Schedule
may be increas-ed or decreaed in accordance
with this clamue.

(b) Overhead perida: The Government
and-the Contractor agree to revise the fixed
overhead rate under this contract periodl-
cally In accordance with this clause and
agree that the performance of this contract

ll be divided into succecsive periods of the
number of months each, set forth in the
Schedule after the first period, for that pur-
poe. The flrst period vill extend from the
date cet forth In the Schedule. The first day
of the second period, and each subsequent
period, Is hereinafter referred to as the
"effecive date of the overhead rate reviion."
Within sIxty (0) days after the end of the
first period hereunder and after the end of
each subsequent period, or at such later time
or times as the Contracting OM1cer may fix
the Contractor sall furnish the statements
and data referred to in paragraph (c) of this
clause.

(c) Cubmisslon of data: At the time or
each of the times specified or provided for in
paragraph (b) &I this claus, the Contractor

shall subralt (i) a new estinte and break-
darwn of the overhead rate prorosed for the
cucceeding period under this contract; (it)
an e planatian of the differences between the
original (or last preceding) ovarbhnd rates
and the new ztlmte;' (i1) such relevant
data, cast rcc-rds, reportz, and accounting
statements as may be of aitne in deter-
mining the accuracy and reliability of the
new estimate; (iv) a statement of expari-
encd overhead co,-t hereunder to the extent
that they ore obtainable at the time or times
of the negotation of the revIion of the over-
head rates; (v) any other relevant data
usually furnished in the ca= of negotiation
of an overhead rate to the extent available.
The Government may make such examina-
tion of the Contractor' records and boe:'-
as the Contractlng O32cer may require and
may make such audit thereof as the Con-
tracting OCfcer may deem necessary.

(d) Upon the filing of the statements and
data required by paragraph (c) of this cla=se,
the Contractor and the Contrating Ofcer
vill ne-otlate promptly in good faith to agree
upon the ovcrhead rate t be applicable on
and after the effective date of the overhead
rate revision. Each such revision of the
overhead rates shall bo fair and reasonable
in the clrcum stnccs and s ba evidenced
by a supplemental agreement hereto.

(e) Disagreements: If within ninety (90)
days after the effective date of the overhead
rate revision (or such further period as may
be fixed by written agr.emnt) the Contract-
ing Ofcer and the Contractor fail to agree
to a revIscd overhead rate for the period in
quetlon, the failure to agree shall be deemed
to be a disagreement as to a qu-tion of fact
which shall b dispocd of in accordance with
the clause hereof entitled "Disputes."

(f) Payments: Until a new overhead rate
chall become effectivo In accordance with
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this clause, the overhead rate in force imme-
diately prior to the effective date of the over-
head rate revision shall be applicable, subject
to appropriate later revision made pursuant
to paragraph (d) or (e) or (g) (2) (B) of this
clause.

(g) Termination provisions: For any of the
purposes of the clause hereof entitled "Ter-
mination for Convenience of the Govern-
ment," the fixed overhead rate or allowance
shall be deemed to be:

(1) For expenditures made prior to the
effective date of the overhead rate revision,
the fixed overhead rate (giving effect to any
prior revisions under this clause) applicable -
to such expenditures;

(2) For all expenditures made on or after
the effective date of the overhead rate
revision;

(A) The overhead rate as revised in ac-
cordance with this clause if such revision
shall have been agreed upon; and

(B) If such revision shall not have been
agreed upon, then such overhead rate as the
Contractor and the Contracting Officer may
agree upon as reasonable under all the cir-
cumstances, and in the dbsence of such
agreement such reasonable overhead rate as
may be determined, In accordance with the
clause hereof entitled "Disputes."

(h) The Contractor shall not be paid any
overhead for work performed on any sites
(divisions, departments, burden centers,
etc.), other than those for which fixed over-
head rates have been specifically set forth
herein, without the approval of the Con-
tracting Officer. After such approval the
parties agree to promptly negotiate such
additional fixed overhead rates as may be
required, and such additional rates shall be
evidenced by a supplemental agreement
hereto (which may be the supplemental
agreement establishing revised rates here-
under), and shall thereafter be subject to
the provisions hereinabove set forth.

(I) In the event than an accelerated Gov-
ernment program involving either new pro-
curement or the acceleration of delivery or
performance schedules on existing procure-
mentsbecomes effective as to the Contractor
during any of the overhead rate periods, the
overhead rates established for such period
shall be subject to review and revision by
negotiation upon written demand made by
either party. Any increase or decrease In the
overhead rates established as a result of such
review and revision shall be set forth In an
amendment to this contract.

§ 1006.1327 Pribe escalation for stand-
ard steel items (1) The following con-
tract clause is authorized for use in
formally advertised fixed-price contracts
for furnishing standard steel items:

Price escalation for standard steel items.
(a) The Contractor hereby warrants that
the unit prices stated herein on the date set
for opening of bids are not in excess of the
Contractor's applicable established prices for
like quantities of the supplies covered by
this contract. The Contractor shall notify
the Contracting Officer of each decrease in
any of such established prices and each ap-
plicable contract unit price shall be de-
creased accordingly. Any decrease in a-unit
price shall become effective concurrently
with the effective date of each applicable
decrease in Contractor's established price
and the contract shall be amended accord-
ingly.

(b) The Contractor may at any time, or
from time to time, after the date set for
opening of bids and during the performance
of the contract request in writing an upward
adjustment In any of the contract unit
prices to be effective as from a date to be
specified by the Contractor, subject to the
following conditions:

(1) No unit price as adjusted shall exceed
the Contractor's applicable established price.

(2) The aggregate of the increase in any

unit price made under this paragraph shall
not exceed 10 percent .of the original ap-
plicable contract unit price..

(3) No adjusted unit price shall be effec-
tive earlier than the effective date of any
increase in the applicable established price
and no increase shall be granted unless the
Contractor's applicable established price has
increased subsequent to the date set for
opening of bids.

(c) -In the event the requested adjustment
in any contract unit price is acceptable to
the Contracting Officer, he shall not later
than 20 days after the date of receipt by him
of the request so notify the Contractor and
the contract shall be modified accordingly.
If any such requested dLjnstment in a unit
price is not acceptable to the Contracting
Officer he shall so notify the Contractor in
writing within 20 days from the date of re-
ceipt by him of the Contractor's said notice;
and unless an agreement can be reached as
to the amount of increase, the Government
may cancel without liability to either party
the Contractor's right to proceed with per-
formance of the portion of the contract which
is undelivered at the time of such cancel-
lation, except that the Contractor may make
delivery of all or any of the supplies which
a duly authorized officer of the company shall
certify were completed or in the process of
manufacture at the time of receipt of notice
of such cancellation, and the Government
shall pay for all supplies so delivered at the
applicable unit price contained in Con-
tractor's said request and the contract shall
be modified accordingly Provided, That such
certification is made within 10 days after re-
ceipt of notice of such cancellation and such
requested increase satisfies all of the condi-
tions and does not exceed the limitations of
paragraph (b). Supplies shall be deemed to
be in the process of manufacture when the
steel therefor is in any state of processing
after the beginning of the furnace melt.

(d) During the period prior to such can-
cellation, the Contractor shall continue de-
liveries according to the terms of the con-
tract and shall be paid therefor at the ap-
plicable Increased unit prices so requested;
provided, such requested increases satisfy all
of the conditions and do not exceed the limi-
tations of paragraph'(b).

(e) If notice of cancellation is not sent to
the Contractor within 30 days after receipt
by the Contracting Officer of the Contractor's
request, supplies delivered subsequent to the
date specified In such request, and prior to
the effective date of any subsequent increase
or decrease in Contractor's applicable estab-
lished prices, shall be paid for at the appli-
cable increased unit prices so requested;
provided, such requested increases satisfy all
of the conditions and-do not exceed the
limitations of paragraph (b).

§ 1006.1328 Price escalation for stand-
ard steel items (2).. The following con-
tract clause is authorized for use in
negotiated fixed-price contracts for the
purchase of standard steel items:

Price Escalation for Standard Steel Items.
(a) The Contractor hereby warrants that the
unit prices stated herein at the date hereof
are not In excess of the Contractor's applica-
ble established prices for like quantities of
the supplies covered by this contract. The
Contractor shall notify the Contracting Offi-
cer of each decrease in any of such estab-
lished prices and each applicable contract
unit price shall be decreased accordingly.
Any decrease in a unit price shall become
effective concurrently with the effective date
of each applicable decrease in Contractor's
established price and the contract shall be
amended accordingly.

(b) The Contractor may at any time, or
from time to time, during the performance
of the colltract request in writing an upward
adjustment in any of the contract unit
prices to be effective as from a date to be

specified by the Contractor, subject to tho
following conditions:

(1) No unit price as adjusted shall exceed
the Contractor's applicable establishet price,

(2) For deliveries pursuant to the terms
of this contract, the aggregate of the in-,
creases In any unit price made under this
paragraph shall not exceed 10 percent of the
original applicable contract unit price.

(3) No adjusted unit price shall be cffec-
tive earlier than the effective date of any
increase in the applicable established price.

(c) In the event the requested adjustment
in any contract unit price Is acceptable to
the Contracting Officer, he shall not later
than 20 days after the date of receipt by him
of the request so notify the COntractor, and
the contract shall be modified accordingly.
If any such requested adjustment In a unit
price is not acceptable tO the Contracting
Officer, he shall notify the Contractor in
writing within 20 days from the (ate of
receipt by him of the Contractor's said
notice; and unless an agreement can be
reached as to the amount of Increase, the
Government may cancel without liability to
either party the Contractor's right to pro-
ceed with performance of the portion of the
contract which is Undelivered at the time of
such cancellation, except that the Contrac-
tor may make delivery of all or any of the
supplies which a duly authorized officer of the
company shall certify were completed or In
the process of manufacture at the time of
receipt of notice of such cancellatloAi, and
the Government shall pay for all supplies
so delivered at the applicable unit price con-
tained in Contractor's said request and the
contract shall be modified accordingly' Pro-
vided, That such certification is made within
10 days after receipt of notice of such can-
cellation and such requested Increase satis-
fies all of the c9nditions and dOes not exceed
the limitations of paragraph (b), Supplies
shall be deemed to be in the process of
manufacture when the steel therefor is In
any state of processing after the beginning
of the furnace melt.

(d) During the period prior to such can-
cellation, the Contractor shall continue de-
liveries according to the terms of the contract
and shall be paid therefor at the applicable
Increased Unit prices so requested; provided,
such requested increases satisfy all of the
conditions and do not exceed the limitations
of paragraph (b).

(e) If notice of cancellation Is not sent to
the Contractor within 30 days after receipt
by the Contracting Officer of the Contractor's
request, supplies delivered subsequent to the
date specified in such request, and prior to
the effective date of any subsequent increase
or decrease In Contractor's applicable es-
tablished price, shall be paid for at the
applicable Increased unit prices so requested;
provided, such requested increases satisfy all
of the conditions and do not exceed the lim-
itations of paragraph (b).

§ 1006.1329 Price esca Z a tieon /o
standard steel items (3) In fixed-price
call contracts for standard off-the-shelf
standard steel Items the following clauso
is authorized:

Price escalation for standard steel prod-
'ucts. (a) The Contractor hereby warrants
that the unit prices stated herein at the date
hereof are not in excess of the Contractor's
applicable established prices for like quan-
tities of the supplies covered by this con-
tract. The Contractor shall notify the
Contracting Officer of each decrease In any
of such established prices and each applica-
ble contract unit price shall be docresed
accordingly. Any decrease In a unit price
shall biecome effective concurrently with the
effective date of each applicable decroaso
in Contractor's established price and the
contract shall be amended accordingly,

(b) The Contractor may at any time, or
from time to time, during the performance
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of the contract request in writing an upward
adjustment in any of the contract unit prices
to be effective as from a date to be specified
by the Contractor, subject to the following
conditions:

(1) No unit price as adjusted shall exceed
the Contractor's applicable established price.

(2) The aggregate of the increases in any
unit price made under this paragraph shall
not exceed 10 percent of the original appli-
cable contract unit price.

(3) No adjusted unit price shall be effec-
ve earlier than the effective date of any
Lcresse in the applicable established price.
(c) In the event the requested adjustment

i any contract unit price is acceptable to
ie Contracting Officer, he shall not later
lan 20 days after the date of receipt by
Im of the request so notify the Contractor,
ad the contract shall be modified accord-
igly. If any such requested adjustment in
unit price is not acceptable to the Con-
acting Officer, he shall so notify the Con-
actor in -writing within 20 days from the
ate of receipt by him of the Contractor's
ild notice; and unless an agreement can be
mched as to the amount of increase, the
bvernment. may cancel without liability
) either party -the Contractor's right to
roeed with perfornfnce of the portion of
se contract which is undelivered at the time

such cancellation.
(d) If notice of cancellation Is mot sent to

ie Contractor within 30 days after receipt
7 the Contracting Officer of the Contractor's
iquest. supplies delivered subsequent to the
ate specified in such request, and prior to
2e effective date of any subsequent increase
r decrease in Contractors applicable es-
iblished prices, shall be paid for at the
pplicable increased unit prices so requested,
rovided, such requested increases satisfy all
f the conditions and do not exceed the limi-
itions of paragraph (b).
(e) The Contractor also agrees to give the

iovernment any and all discount benefits
Ktended to any company, agency, organiza-
[on, or individual purchasing or handling
ke quantities of the supplies covered by this
antract. 9

NoT: Paragraphs (d) and (e) of the above
lause are optional. Paragraph (d) of the
lause clearly provides certain benefits to the
bntrattor and should not be Included unless
equested by the Contractor and It is deemed
Lecessary to complete the procurement.
'aragraph (e) is a so-called 'referred Cus-
amer" clause and obviously does benefit the
;overnment. Paragraph (e) should be in-
luded in all cases; however, authority Is
ranted to delete it in those instances where-
a the objections of the Contractor would
,reclude the possibility of effecting the nec-
ssry procurement.

§ 1006.1330 Pace escalation for alumt-
num products. In fixed-price contracts
'or the purchase of aluminum the fol-
owing contract clause may be included
f the contractor is a producer of alumi-
ium and the items procured are made
.vholly or in major part of aluminum:

Price escalation for aluminum products.
:a) The Contractor hereby warrants that the
mit prices stated herein on the date set for
)pening of bids or offers are not in excess of
he Contractor's applicable established prices
'or like quantities of the supplies covered by
his contract. The Contractor shall notify
he Contracting Officer of each decrease. in
my of such established prices and each
Ipplicable contract unit price shall be de-
reased accordingly. Any decrease in a unit

Drice shall become effective concurrently
ih the effective date of each applicable

lecrease in Contractor's established price and
;he contract shall be amended accordingly.

(b) The Contractor may at any time, or
fron time to time, after the date set for
opening of bids or offers and during the per-

formance of the contract reque3t In writing
an upward adjustment In any of the contract
unit prices to be effective as from a data to
be specified by the Contractor, subject to the
lollowing conditions:

(1) No unit price as adjusted shall exceed
the Contractor's applicable establiched price.

(2) The aggregate of the Increac", in any
unit price made under this peragraph shall
not exceed 10 percent of the original appU-
cable contract unit price.

(3) No adjusted unit price shall be effcc-
tive earlier than the effective data of any
increase in the applicable established price
and no increase shall be granted unle=s the
Contractor's applicable established price has
increased subsequent to the date cot for
opening of bids or offers.

(c) In the event the requested adjustment
in any contract unit price Is acceptable to
the Contracting OMcer, he shall not later
than 20 days after the date of,receipt by him
of the request so notify the Contractor and
the contract shall be modiled accordingly.
If any such requested adjustment in a unit
price is not acceptable to the Contracting
Officer, he shall so notify the Contractor In
writing within 20 days from the data of
receipt by him of the Contractor", rad
notice; and unles the agreement can be
reached as to the amount of increae, the
Government may cancel without liability to
either party the Contractor's right to pro-
ceed with performance of the portion of the
contract which is undelvered at the time of
such cancellation, except that the Contrac-
tor may make delivery of all or any f the
supplies which a duly authorized oMcr of
the company shall certify were completed
or In the process of manufacture at the time
of receipt of notice of such cancellation, and
the Government shall pay for all supplies co
delivered at the applicable unit price con-
talned In Contractor's raid request and the
contract shall be modified accordingly: Pro-
-ided, That such certification Is made ithin
10 days after receipt of notice of cuch can-
cellation and such requested incre2Za satis-
iles all of the conditions and does not eceed
the limitations of paragraph (b).

(d) During the period prior to sUch can-
cellation, the Contractor rhal continue do-
liverles according to the terms of the contract
and rhal be paid therefor at the applicable
Increased unit prices so requested: Rrorldcd,
Such requested increases ratisfy all of the
conditions and do not exceed the limitations
of paragraph (b).

(e) If notice of cancellation Is not cent
to the Contractor within 30 days after receipt
by the Contracting Officer of the Contractor's
request, supplies delivered subsequent to the
date.specifed in such request, and prior to
the effective date of any subsequent Incra--e
or decrease n the Contractor's applicable es-
tablished prices, shall be paid for at the
applicable increased unit prices so requested:
Provided, Such requested increases satsafy all
of the cohditions and do not excced the linli-
tations of paragraph (b).

§ 1006.1331 Fixed-price guar antY.
Where desirable, the following clause
mayjbe inserted in fixed price contracts
which call for tangible articles:

Guaranty. (a) The Contractor guarantes
that at the time of delivery thereof the arti-
tles provided for under this contract will be
free from any defects in material or wor%-
manship and will conform to the require-
ments of this contract.

(b) Notwithstanding any other provision
of this contract, final acceptance of the sup-
plies (as defined in the clause of this Con-
tract entitled "Inspection") shall be con-
clusive except as regards (I) fraud, (it) cuch
gross mistakes as amount to fraud, or (i)
any defects or failure to conform with con-
tract requirements (whether latent or pat-
ent) as to which the Government notified
the Contractor within one (1) year after the

date of flnal acceptance. Te Contractor
shall promptly remedy (either at its plant
or at mh other place vs may be agreed
'upn between the Contractor and the Con-
tracting OeMlier) any such defects or failures
by correction or replacement at no increase
in the contract price; provided that applica-
ble toolln- and drawings, if otherwise un-
available to the Contractor by order of the
Government. ma made available, and pro-
vided further that the co-t of any tranz-
portaton In connection vth the return of
suppieUs for the purpose of such correction
or roplacement chall be borne by the Gov-
ernment. ProviLons of this clause rbnll be
applicable with respect to any supplies hch
the Contractor corrects or repLaces pursuant
to It

(c) If the Government does not require
correction or replacement of a defective or
nonconforming article, as provided for here-
inabove, the Contractor. if required by the
Contracting OMcr within a reasonable time
after the notice of defect or nonconformance,
shll repay such portion of the contract price
of the article as is equitable under the
circumsctances

§ 1006.1332 Opton to termrlate fxed
overhead rates. All cost-plus-a-fixed-
fee contracts in. which the clause set
forth In 5 10061326 is contained, will in-
clude the following clause:

Option to terminate fred orerlzeut rate&.
(a) Either party to thls contract shall have
the option to terminato the operation of
fixed overhead ratea. as provided In clanuz
___ hereof, in the event that a reasonably
nccurat3 fore-t of overhead rates is deter-
mined to bo ImpracticabL. The option to
terminate the nsa of fLxed overhead rates for
the future p -cid rhel be invoke d o written
notice, prior to the effective date of overhead
rate revision for the next succeeding period.

(b) Termination of fixed overhead rate3
shal ba ovldenced by a supplemental agree-
ment to this contract, providing- for reim-
burcement of overhead on the bal of
audited actual cast for the period sub-
requent to th data of termination under
this clause.

§ 1006.1333 Inspection speciftcations.
The following clause may be included in
any supply contract caUing for the
furnishing -of aircraft or associated
equipment:

Zns-pection spccfflction. The Contractor's
Quality Control Syatem hereunder shall con-
form to the general requirements set forth
in illitary Sp-cification mL-Q-5923, dated
8 December 1930, as cald specification may
from time to time be amended.

§ 1000.1334 Cefing prices. All fixed-
price supply contracts, including ex-
hibits submitted under fixed price open
and call contract., shall contain the
following certification:
CcUing prices. The Contractor warrants

that the prlces shown are not In exce- of
applicable ceiling prices. if any, e tablished
by the Economlc Stabilization Agency or
other authorized agency, and In effect upon
the date hereof, for the supplra or service,
to ba furnLhed hreUnder.

§ 1000.1335 RecoerCy of pension bene-
fits to the Government. The follownng
clause will be included in all negotiated
supply contracts- which exceed, or may
exceed, one million dollars:

T, ccar, rp of p5Vr-fafl b enecf.,t3 to th e Gorern -
nent. 'Within nine months folli,ng ter-
mination or completion of this contract the
Contractor will submit to the Contracing
OMcer a statement of the value of the non-
vest d retirement benefit, cancelled as a re-
sult of dismissal of employes to-ether with
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extracts from the records of the Contractor
showing how said value is arrived at. Upon
receipt of such statement the Contractor and
the Contracting Officer shall negotiate to de-
termine the amount of the refund or allow-
ance, if any, which is due to the Government
by reason of the fact that such cancelled
benefits were purchased in connection with
work under Government contracts. The
amount agreed upon by negotiation shall be
paid by the .Contractor to the Government
in cash or by credit against sums due from
the Government to the Contractor as may
be agreed upon. Failure to agree upon the
amount or method of repayment shall be
treated as a dispute within the meaning of
the clause hereof 6ntitled "Disputes"

SUBPART X-APPROVED CONTRACT FORMS
(STANDARD, DEPARTMENT OF DEFENSE, AND

AIR FORCE)

§ 1006.1401 Scope of subpart. This
subpart sets. forth instructions for the
use of approved contract forms (Stand-
ard, Department of, Defense, and De-
partment of the Air Force) which are
prescribed for use within the Air Force.

§ 1006.1403 Applicability. Use of the
contract forms prescribed in this part is
governed by the Armed Services Pro-
curement Regulation (Subchapter A,
Chapter IV of this title) Subchapter J
of this chapter, or other special regula-
tions or directives that may be issued
for the particular contract concerned.

§ 1006.1403 Contract clauses. (a)
General. Many of the contract clauses
to be included when these forms are
used are not set forth n full in the forms
themselves but are incorporated only by
reference to sections of Subchapter A,
Chapter IV of this title or particular sec-
tions of Subchapter J of this chapter.

-(b) Short forms. Where, as in the
case of some of the short contract forms,
for example, DA AGO Form 383, Order
and Voucher for Purchase of Supplies or
Services Other Than Personal; and DD
Form 327, Contract for Movement of
Household Go&ds and Effects, the forms
themselves contain shorter or modified
versions of contract clauses, the use of
shorter or modified forms is authorized
notwithstanding the provisions of the
preceding- subparts of this part.

§ 1006.1404 Deviations. Deviations in
format, size, or content, of approved con-
tract forms are not permitted except as
authorized herein, unless prior written
approval is obtained in each case. from
the Deputy Chief of Staff, Matknel,
Headquarters United States Air Force.

§ 1006.1405 Local reproduction. Un-
less specifically authorized in this part,
the forms listed in this part may not be
reproduced locally except with the prior
approval of the Air Adjutant General.

§ 1006.1406 Special Purpose contract
forms. Contract forms which have here-
tofore been approved for particular use
by the Deputy Chief of Staff, Materiel,
Headquarters United States Air.Force,
and which are not'listed in this subpart
on account of thbir special nature, may
continue to be used by the procuring
activity concerned in accordance with its
instructions if such forms are not mcon-
sistent with the policies of Armed Serv-
ices Procurement Regulation or Sub-
chapter J of this chapter.

§ 1006.1407 Supply of certain forms-
(a) Requisitions. Supply of the forms
listed below should be requisitioned
through normal publications supply
channels. Requisitions will be held to
the absolute nmmum stock necessary to
meet current requirements to avoid waste
upon change in format by the Depart-
ment of the Air Force. Requisitions for
cut-sheet forms will contain nomencla-
ture indicated below*

(1) Standard Form 26, Award (Supply
Contract).

(2) Standard Form 30, Invitation and Bid
(Supply Contract).

(3) Standard Form 31, Schedule (Supply
Contract).

(4) Standard Form 33, Invitation, Bid, and
Award (Supply Contract).

(5) Standard Form 36, Continuation Sheet
(Supply Contract).

(6) Standard Form 1036, Statement and
Certificate of Award.

(7) Standard Form -32, General Provisions
(Supply Contract).

(8) DD Form 351, Negotiated Contract
(Department of Defense).

(9) DD Form 351-1, Schedule.
(10) DD Form 351-2, Signature Page.
(11) WD Form. 18, Purchase Order (with

reverse side blank).

(b) Reproducible masters. Cut sheet
forms indicated in paragraph (a) of this
section, will be used when 10 copies or
less, including original, are reqired or
when the volume of contracts does-not
justify the use of more expensive repro-
ducible masters and thd op6ration of
reproduction equipment. When more
than 10 copies, including original, of the
forms are required or the volume of con-
tracts justifies such action, the use of the
die-impressed stencils to produce mul-
tiple copies of Standard Forms 30, 31, 33,
and 36; DD Forms 351, 351-1, and 351-2;
and WD Form 18 is authorized.

(c) Preprznted backs. The Terms and
Conditions of the Invitation for Bids
which appears on the back of Standard
Forms 30 and 33 are identical and have
been printed as one standard back on
reproducible paper. Thispaper will be
used in reproducing multiple copies of
Standard Forms 30 and 33 from the
stencil masters.

§ 1006.1408 Supply contract; formal
advertising (long form) Standard
Fbrms 26, 30, 31, and 32. (a) This form
of contract consists of Standard Form
26, Award; Standard Form 30, Invita-
tion and Bid, Standard Form 31, Sched-
ule; and Standard Form 32, General
Provisions Standard Form 36, Continu-
ation Sheet, will be used to provide addi-
tional space if Standard Form 26 does
not provide sufficient space.

(b) The decision concerning the use
of the long-form method or the short-
form method for particular procure-
ments is discretionary with the contract-
mg officer, subject to any limiting in-
structions thatimay be issued by the head.
of the procuring activity concerned.

(c) General provisions, in addition to
those contained in Standard Form 32,,
may be added to the contract as required
by the Armed Services Procurement
Regulation, Subchapter J of this chap-
ter, and other pertinent directives, with
appropriate reference in the Schedule.
Any other contract clauses that are ap-

proved for use may be added as addi-
tional general provisions and incorpo-
rated by reference In the Schedule, or
may be placed In the Schedule: Pro-
vided, That they are not inconsistent
with the General Provisions in the form.

§ 1006.1409 Supply contract; formal
advertising (short form), Standard
Forms 33 and 32. (a) This form of con-
tract consists of Standard Form 33, In-
vitation, Bid, and Award, and Standard
Form 32, General Provisions. Standard
Form 36, Continuation Sheet, will bd
used to provide additional space if the
award portion of Stafidard Form 33 is
not sufficient.

(b) Concerning the use of this short-
form method, see § 1006.1408 ()

(c) Concerning the insertion of addi-
tional general provisions, see § 1006.1408
(c)

§ 1006.1410 Supply contract, negoti-
ated (long form) DD Form 351. (a)
This form of contract consists of DD
Form 351, Negotiated Contract; DD
Form 351-1, Schedule Page; and DD
Form 351-2, Signature Page.

(b) This form Is authorized for use
In negotiated contracts, whether fixed-
price or cost-reimbursement, for the
procurement of supplies or services othet
than the construction, alteration, or re-
pair of buildings, bridges, roads, or other
kinds of real property. There Is no
monetary limitation on the use of the
form and it may, therefore, be used re-
gardless of amount. This form will be
used with Standard Form 32 or such pro-
visions as may be'authorized for incor-
poration In particular classes of con-
tracts. Standard Form 36 may be used
to provide additional space if DD Form
351-1 is not sufficient.

§ 1006.1411 Order and voucher for
purchase of supplies or services other
than personal, DA AGO Form 383. (a)
This form of contract consists of DA
AGO Forms 383 (front side) anil 383a
(reverse side), with memorandum copies
(yellow) DA AGO Form 383o (yellow)
is the carbon copy of DA AGO Form 383,
and DA AGO Form 383a (yellow) is the
carbon copy of DA AGO Form 383a.
The form is used in connection with
the small purchases procedure author-
ized under Air Force Regulation 70-16,

(b) A continuation sheet (DA AGO
Form 383b) Is provided for this form
with reverse side blank. DA AGO Form
383d (yellow) Is the carbon cony of DA
AGO Form 383b; both of these forms are
available In cut-sheet and 10-copy car-
bon Interleaved snap-out form.

§ 1006.1412 Purchaac order; WD Form
18. (a) WD Form 18 is used for nego-
tiated purchases only. The Conditions
appeamng on the reverse of this form are
now obsolete and are replaced by Stand-
ard Form 32, General Provisions, which
form will be used with WD Form 18.
Standard Form 30, Continuation Sheet,
may be used with this form when addi-
tional space is required,

(b) This form Is available for optional
use for procuring any supplies or services
(other than personal) regardless of the
number of payments Involved, where:

(1) The amount of the purchase Is
less than $100,000.
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(2) No special contract provisions are
required, the insertion of which in the
particular case would unduly complicate
the form.

(3) Signature by the contractor evi-
dencing acceptance of the order is not
required, and is not desired. Signature
by the contractor is not required where
the amount of the order is not in excess
of $5,000, or the amount of the order
is m excess of $5,000 but less than
$100,000, and the order is preceded by

,an oral or written quotation or is based
on a price list.
(c) Where purchases exceed $1,000,

Standard Form 32 will be attached to
the form. Where purchases do not ex-
ceed $1,000, a continuation sheet, in lieu
of Standard Form 32, will be attached
containing the following contract
clauses:

(1) Convict labor as set forth in
§ 406.103-5 of this title.

(2) Nondiscrimination m employment
as set forth in § 406.103-18 of this title.

(3) Officials not to benefit as set forth
in § 406.103-19 of this title.

(4) Covenant contingent fees as set
forth in § 406.103-20 of this title.

(5) Renegotiation. (Insert the same
clause-authorized for DA AGO Form 383
in Air Force Regulation 70-15A, January
31, 1952.)

(6) Ceiling prices as set forth in
§406.103-22 of this title. In either
event, additional or optional contract
clauses shall be inserted on continuation
sheets as required by the Armed Services
Procurement Regulation, Subchapter J
of this chapter, or procuring activity
instructions.

§ 1006.1413 Delivery order* DA AGO
Form 383. (a) Pending the develop-
ment of a Department of Defense de-
livery order form, DA AGO Form 383 is
authorized for use as a delivery order in
accordance with Air Force Regulation
70-15.

(b) Delivery orders are used to place
orders under existing contracts, and are
signed by the contracting officer only and
not by the contractor.

§ 1006.1414 Contract-for purchase of
servces other than personal; AF Form
195. AF Form 195 is authorized for use
in the procurement of services of archi-
tect-engineers on a fixed-price basis,
after negotiation, in accordance vith
Air Force Regulation 93-13.

§ 1006.1415 Contract for movement of
household goods and effects; DD Form
327. (a) DD Form 327 will be used in
accordance with the instructions con-
tamed in section II, Commercial Mraffic
Bulletin 13, 1946.

(b) This form is not applicable for
use in effecting procurement outside the
United States, its Territories and Pos-
sessions. Authority is granted for the
Commanding General, Air Materiel
Command, to prescribe suitable forms
for such procurement, using this form
as a general guide.

§ 1006.1416 Invitation for bids (con-
struction contract) WD Standard Pro-
curement Form 116. (a) WD Standard
Procurement Form 116 is prescribed for
use in the procurement of construction
by formal advertising pending the prep-

aration of a revised Invitation for Bids
(construction contract) form. This
form may be reproduced locally on
8 x 10 paper by use of stencil, master,
direct-image plate or typewriter only.
Printing by typesetting or photo-mecha-
nized process is prohibited.

WD SrsnAM Paousm r Fos 110
Bid No .----------- Bidder -

(Do not write above this line)
Serial No.----------

INVITATION FOR BIDS
(CONSTRUCTION CONTRACT)

(Address) ------------------....

Project:
1. Sealed bids in --------.-. , (duplicate

unless otherwise specified herein) will be
received until ---------- ,19 .... , nd then
publicly opened, for furnishing all plant,
labor, materials, and equipment and -per-
forming all work for the above-descrlbcd
project in strict accordance with the specl-
fications, schedules, drawings, and addenda
as follovs:

2. Bids will be submitted in sealed enve-
lopes upon the attached Government Form
o bid, and marked in the upper left-hand
corner "Bld under Serial No .----------- to
be opened ------- , 9....." the erial
number indicating the project for which
the bid Is submitted. The bidder who is
awarded the contract will be required to ex-
ecute the contract form for construction
(MCP Form 71-4) which Is attached hereto.

3. The right Is reserved, as the interest
of the Government may require, to reject
any and all bids, to waive any Informality
In bids received, and to accept or reject any
or all items of any bid, unless the bidder
qualifies such bid by speclilc limitation.

4. Bid bond on Standard Form 21 in a
penal sum of not lezs than percent of
the bid price (20 percent unless otherwise
specified) will be required with each bid It
the bid price Is In exces of 62,000.

5. Bidders should carefully examine the
drawings and specifications, visit the site of
the work, and fully inform themselve3 as to
all conditions and matters which can in any
way affect the work or the cost thereof.
Should a bidder find dLcrepanclc in, or
omissions from, the drawings, specifications,
or other documents, or should he be In doubt
as to their meaning, he should at once notify
the Contracting Offcer and obtain clarifica-
tion prior to submitting any bid.

6. Each bidder 2(shlml incloze with his bid)
(shall furnish upon request) a statement of
whether he Is now or ever has been engaged
in any work similar to that covered by the
specifications herein, the year in which such
work was performed, and the manner of its
execution, and giving such other information
as -will tend to show the bidder's ability to
prosecute the required work.

7. The bidder shall state In his bid that
he has available or under his control plant
of the character and in the amount required
to complete the proposed work within the
specified time. Each bidder shall, i(upon
request by the Contracting Offcer), furnLsh
a list of the plant proposed for uso on the
work.

8. Where sets of drawings are requested
by bona fide bidders a maximum of

------ sets will be furnished any one bidder.
A deposit of$..-...... . per setWl

be required to insure their return. The
deposit should be In the form of a United
States money order or a certified check made
payable to the "Treasurer of the United
States." The deposit, if made, will be re-
funded If the drawings are returned in good
condition, transportation prepaid, to the

2Delete Inapplicable provision.

I ,uing ofco within 15 days after the opening
of bids.

9. When not otherie specified in para-
graph 1 of the Special Conditions of the
attached -pecficatlons, the bidder must
state the least number of calendar days
(counting Sundays and holidays) after date
of receipt of notice to proceed'in which he
wi1l complete performance. In stating time,
the bidder should make due allowance for
probable diflculties which may be encoun-
tered. For the purpoze of comparing bids,
there will be zdded to each bid other than
the one offering to complete in the shortest
time. an amount equal to the daily iquI-
dated damages named In the Special Condi-
tions of the attached spciflcation multiplied
by the number of calendar days that such
bidders have named for performance oZ the
work In exces of the days named by the
bidder proposing to do the worl in the short-
eat time.

10. Mod/fications prior to date cet for
opening bids. The right Is recerved. as the
Interest of the Government may require, to
revise or amend the specifcations and/or
drawing prior to the date cet for opening
bids. Such roviolons and amendments, if
any. will bo announced by an,.addendum or
addenda to this Invitation for Bids. Copies
of such add=nda as may be i-sued will be
furnished to all prospective bidders. If the
revisions and amendments are of a nature
which require material changes in quantlt
or prices bid or both, the date cat for opening
bids may be postponed by such number of
days as In the opinion of the Contracting
Ofcer will enable bidders to revise their bids.
In such case. the addendum will include an
announcement of the now date for opening
bids.

§ 1006.1417 Bid (construction con-
tract), WD Standard Procurement Form
117 WD Standard Procurement Form
117 is prescribed for use In the procure-
ment of construction by formal advertis-
ing pending the preparation of a revised
bid (construction contract) form. This
form may be reproduced locally on 8 x
10/ paper by use of stencil, master, di-
rect-image plate or typewriter only.
Printing by typesetting or photo-mech-
anized process Is prohibited.

WD S=; im Paocva== Fo= 117
Bid No.
Seria ITO.

BID
(CONSTRUCTIONT CONTRACT)

DateTo:

(Address3)
Proftcct:

In compliance with your Invitation forbids
dated the undeigned
hereby proposes to furnish the plant, labor.
materials, and equipment and perform all
work for the above-de-cribed p~ofect in strict
accordance with the apclflzations, schedules,
drawings, and addenda numbered-

for conoideratJon of: .
dollar= and ----------- cents) and agrees,
upon receipt of written notice of an award
of the contract within _ days (30 days
unless otherw.L speclfied herein), after the
date of opening of the bids, that he will
execute the contract (MCP Form 71-4), in
accordanca with this bid as accepted, and If
the consideration of the contract vll exceed
02.000 in amount will furnlsh to the Gov-
ernment a perormanco bond on Standard
Form 25 or Standard Form 23B and a pay-
ment bond on Standard Form 25A or Stand-
ard Form 25C with good and sufi cient surety
or suretl:, as required by the specifications,
at the time tbat the contract i-, executed.
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The bidder further agrees that if awarded
the contract he will commence to work
within -------- calendar days after receipt
of written notice to proceed '(provide the
plant and equipment as set forth in at-
tached schedule) and that he 2(will fully
complete the work ready for use nkot
later than --------------------- calendar
days after the date of receipt of notice to
proceed)' (will prosecute the work at an
average rate of not less than------------
cubic yards per month after the limiting date
fixed for commencement as specified in para-
graph SC-1 of the specifications.)

Security (Bid Bond-Standard Form 24) if
required by the invitation is inclosed.

NOTE: If the bidder is a corporation, indi-
cate State of incorporation under signature;
and if a partnership, give full names of all
partners.

By --------------------------------------

(Title)

(Business address)

§ 1006.1418 Request for proposal and
contractor's proposal (short form) WD
Form 104. (a) WD Form 104 is a short
form and is used for negotiated pur-
chases only. It may be used for pro-
curement by negotiation of supplies
(excluding construction work) for small
amounts where effective competition
exists and where the information tobe
obtained from suppliers may ordinarily
be confined substantially to the quota-
tion of prices.

(b) Changes may be made m this form
to accommodate the needs of the par-
ticular procurement. This also applies
to the statutory authority now appear-
ing on the form, which should be Public
Law 413, 80th Congress. Wherever the
statutory citation has not been changed,
the form will be corrected and certain
other minor changes made.

§ 1006.1419 Request for proposal and
contractor's proposal (long form) WD
Forms 105, 105A, 105,, and 105C. (a)
This long form, which consists of WD
Forms 105, Request for Proposal and
Contractor's Proposal; 105A, Cost Analy-
sis; 105B, IAst of Subcontracts and Sup-
ply Orders; and 105C, Instructions for
Completing WD Form 105, is used for
negotiated purchases only. These forms
may be used for procurement, by negotia-
tion, of supplies other than construction,
when, in the opinion of the -contracting
officer, detailed cost or price information
should be obtained from suppliers as an
aid to adequate negotiation. Within the
scope of the foregoing rule, the Air Ma-
t¢riel Command may prescribe more pre-
cisely the size and types of procurement
for which these forms are to be used.

(b) The use of the related forms with
WD Form 105 is discretionary. The pro-
curement office is required to select and
specify (within established limits) the
data expected. Thus, the procurement
office has latitude to use the related
forms according to the necessities of par-
ticular situations, and may relieve the
supplier of the task of compiling infor-
mation which is not pertinent to the
procurement or which is already known
to the procurement office. No contractor
will be asked to complete the forms re-

ADelete inapplicable provision.

RULES AND REGULATIONS

lated to WD Form 105 with respect to
information which will not be pertinent
or useful in properly effecting the par-
ticular procurement, or wlich' is already
on file with the procurement office.
Where necessary, the information ob-
tamed through'the use of the form may
be clarified or amplified through cor-
respondence or personal negotiation.,
The information submitted in or with
WD Form 105 and related forms will be
used as a basis of negotiations with the
prospective contractor, in accordance
with the Armed Services Procurement
Regulation, Subchapter Jof this chapter,
and any other instructions that may be
in force from time to time. One copy
of WD Form 105C, Instructions for Com-
pleting WD Form 105, should be sent to
each contractor along with the neces-
sary member of counterparts of WI

.Form 105.
(c) Changes may be made in these

forms fo accommodate the needs of the
particular procurement. This also ap-
plies to the statutory authority which

-is Public Law 413, 80th Congress. Wher-
ever the statutory citation has not been
changed, the form will be corrected and
certain other minor changes made.

§ 1006.1420 Contractor's statement of
contingent or other fees for soliciting or
securing contract;' Standard Form 119.
Standard Form 119 will be used without
deviation in cases in which:

(a) JAAF PC 12, 1950, requires its use,
and

(b) The Contracting Officer desires to
obtain information from contractors
or prospective contractors concerning
whether they have employed or retained
any company or person (other than a
full-time employee) to solicit or obtain
contracts.

§ 1006.1421 Abstract of bids- (short
form) WD Form 14. This form con-
sists of- one sheet printed on both sides.
Inapplicable instructions appearing on
the reverse of this form will be disre-
garded.

§ 1006.1422 Abstract of bids (long
form) WD Form 29. This forni con-
sists of one sheet printed on both sides.
Inapplicable instructions appearing on
the front page of this form will be dis-
regarded.

§ 1006.1423 Abstract of bids (long
foro--continuation sheet) WD Form
29A. This form consists of one sheet
printed on both sides.

§ 1006.1424 Standara forms of bonds
for Government contracts. (a) The fol-
lowing Standard Forms, revised Novem-
ber 1950, have been prescribed for use
with Government contracts:

a. Standard Form 24, Bid Bond.
b. Standard Form 25, Performance Bond.
c. Standard Form 25A,-Payment Bond.
d. Standard Form 27, Performance Bond

(Corporate. Cosurety Form).
e. Standard Form 27A, Payment Bond

(Corporate Cosurety Form).
f. Standard Form 27B, Continuation Sheet

(Corpbrate Cosurety Bond).
g. Standard Form 34, Annual Bid Bond.
h. Standard Form 35, Annual Performance

Bond.

(b) Present supplies of Standard
Forms of Bonds for Government con-

-tracts (24, 25, 25-A, 25-B, 25-B1, 25-B3,

25-C, 25-Cl, 25-C3, 34, and 35) may ba
used until exhausted,

§ 1006.1425 Security agreement; DD
Form 441. Department of Defense Se-
curity Agreement, DDl Form 441 will bo
used in the following instances,

(a) For all precontract nQgotiatlons In
which classified security Information Is
furnished to a bidder and a DD Form
441 has not been executed.

(b) For effecting a new Security
Agreement upon expiration of Security
Agreements now in effect.

(c) As a substitution for February
1951 edition of DD Form 441, where the
provisions of section I (B), "Security
Controls," are applicable for the security
protection or cryptographic information
or "Restricted Data."

(d) When the prospedtive bidder or
contractor desires to exercise the option
to execute the revised Security Agree-
ment In lieu of the February 1051 edition
presently in effect.

NoTE: A substantial revision of this part
is currently underway within the Depart-
ment of the Air Force. This revision, when
issued, will bO pttblished promptly in the
FEDRAL REGISTER.

[SEAL] K. 1. TmEAuD,
Colonel, U. S. Air Force,

Air Adjutant General,
IF R. Dec. 53-7095; Filed, Aug. 12, 1053;

8:45 a. in.]

TITLE 43-PUBLIC LANDS:
INTERIOR

Chapter I-Bureau of Land Manage-
ment, Department of the Interior

Appendix-Public Land Orders
[Public Land Order 0101

ALASICA
WITHDRAWING PUBLIC LANDS FOR USE or

THE DEPARTMENT OF THE ARMa FOR
MILITARY PURPOSES
By virtue of the authority vested in

the President and pursuant to Executive
Order No. 10355 of May 26, 1952 (17 F R.
4831) it is ordered as follows:

Subject to valid existing rights the
following-described public lands are
hereby withdrawn from all forms of ap-
propriation under the public-land laws,
including the mining and mineral-leas-
Ing laws, and reserved for the use of the
Department of the Army for military
purposes:

Beginning at a point, from which Station
1146-69.4 on the Alaska Highway, as estab-
lished by the Bureau of Public Roads and
which lies northwesterly 8 miles from the
west bank of the Gerstlo River, bean North,
31° 24' E., 15,840 feet, approximate latitude
63°50' N., longitude 145*12' W., thence
S. 31' 24' W., 23,160.0 feet;
S. 58

° 36' E., to a point in the west bank of
the adrstle River;

Northeasterly, along the west bank of the
Gerstle River to the south right-of-way
line of the Alaska Highway;

N. 61' 41.5' W., 1,320.0 feet,
S. 58" 30' NV., 19,049.5 feet;
N, 58* 36' W., 34,124.88 feet to the point of

beginning.

The tract described contains approxi-
mately 20,000 acres.
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It is intended that the lands described
above shall be returned to the Admin-
istration of the Department of the In-
tenor when they are no longer needed
for the purposes for which they are re-
served.

OR= LwS,
Assutant Secretary of the Interor.

AUGUsT 7, 1953.
[I. R. Dec. 53-7099; Filed, Aug. 12, 1953;

8:46 a. i.]

[Public Land Order 911]

COLORADO
WITHDRAWVING PUBLIC LANDS FOR USE OF

ATOMIC ENERGY COMMISSION
By virtue of the authority vested In

the President and pursuant to Executive
Order No. 10355 of May 26; 1952 (17 F. R.
4831) it is ordered as follows:

Subject to valid existing rights, the
public lands in the following-described
areas m Colorado are hereby withdrawn
from all forms of appropriation under
the public-land laws, including the min-
ing and mineral-leasing laws, and re-
served for the use of the Atomic Energy
Commission:

NEW M Co PaIAr ErDAN

T. 47 N, M. 20 W. (partly unsurveyed),
Sees. 1 and 2;
Sees. 10 and IL
The areas described aggregate 2,560

acres.
This order shall take precedence over

but shall not otherwise modify depart-
mental order of April 8, 1935, establish-
ing Colorado Grazing Distnct No. 4.

It is intended that the lands above de-
scribed shall be returned to the admin-
istration of the Department of the In-
tenor when they are no longer needed
for the purpose for which they are re-
served. -

Assstant Secretary of the Intertor
AUGUST 7, 1953.

[F. R. Doc. 53-7096; Filed. Aug. 12, 1953;
8:45 a. m.]

TITLE 47-TELECOMMUNI-
CATION

Chapter I-Federal Communications
Commission

PART 2-PREQUENCY ALLOCATIONS Aim
RADIO TREATY MATTERS; GENERAL RULES
AND REGULATIONS

MISCELLANEOUS AE-NDMENTS TO LIST OF
TREATIES

In the matter of amendment to Ap-
pendix A to Part 2 of the Commission's
rules and regulations, list, for informa-
tion.only, of treaties.

At a session of the Federal Communi-
cations Commission held at its offices in
Washington, D. C., on the 5th day of
August 1953;

The Commission having under con-
sideration Appendix A to Part 2 of its
rules and regulations; and

FEDERAL REGISTER 4837

It appearing, that the proposed realth Governments. Entered into force:
change is not substantive and does not O 1. 1952 (N ot allble at Government
in any way affect the requirements of 1rinting Ofce).
any of the Commisson's rules and rezu- 11. Under Paragraph 1. Add the fol-
lations; and lowing chronologically-

It further appearing, that because of 195 T 248 United S and
the informational nature of the proposed 1na. TeMSraton of Frequencies Uead
changes, notice and public procedure in GR by United State authorltie3 .
thereon as prescribed by section 4 (a) of Entered into force: April 4, 1952.
the Administrative Procedure Act is un-
necessary, and that this order may be 12. Under Paragraph 1. "1952-Agree-
made effective immediately for the same ment between the United States of
reasons. America and Canada which Assigns Tele-

It zs ordered, That, effective Imrnedl- vision Frequency Channels to Cities
ately, Appendix A to Part 2 of the Corn-I within 250 Miles of the United States-
mission's rules and regulations is Canada Border" add TIAS 2594 as the
amended as set forth below. Series number.

13. Under Paragraph 1. Add the fol-
(Sec. 4.48 Stat. 1066 as amended; 47 U. 5.0. lowing chronologically-154)

1948 TIAS 2495 International Con-
Released: August 7, 1953. vontion for the Safety of Life at Sea and

FEDERAL COLUNICATIONS Annexed Relations. Signed at London.
CozrnssION, June 10. 1948. Entered into force: Novem-

[SEAL] W. P. MASSIN. her 19, 1952.

Acting Secretary. 14. Under Paragraph 1. Delete the

I. Amend date which is included In following:
the title of Appendix A to read as fol- 1929 TS 910 Safety of Life at Sea
lows: "(As of July 1, 1953)." Convention Vith negulationz between the

2. Under Paragraph 1. "1937, TS 938" United States of America and Other Powers,
A, U F ig -1 #._ C9ned at london My 31. 1929.

t ~ U VVYU/Jit P-ALU", _V*.utt* £, -
tion: "(Not available at Government
Printing Office) ."

3. Under Paragraph 1. "1941, EAS
227" add the following parenthetical
notation: "(Not available at Govern-
ment Printing Office) "

4. Under Paragraph 1. "1949--Inter-
American Radio Agreement-" add TEAS
2489 as the Series number and delete
the parenthetical notation at the end
of the subject matter.

5. Under Paragraph 1. "1950-Radio
communications betwen amateur sta-
tions on behalf of third partles-Ecua-
dor" add TIAS 2433 as the Series number
and delete the parenthetical notation.

6. Under Paragraph 1. Add the fol-
lowing chronologically'

1951 TIAS 2459 Agreement between
the United States of America and Cuba con-
cerning the control of electromagnetic radl-
ation. Entered Into force: December 18,
1951.

7. Under Paragraph 1. Add the fol-
lowing chronologically'

1951 TIAS 2259 Ue of Paciltle of
Radio Ceylon. Agreement between. the
United States and Ceylon. Entered Into
force: May 14. 1951.

8. Under Paragraph 1. "1952-Radio
communications between amateur sta-
tions on behalf of third partles-Cuba"
add TEAS 2520 as the Series number and
delete the parenthetical notation.

9. Under Paragraph 1. "1952-Treaty
with Canada effective May 15, 1952" add
TEAS 2508 as the Series number and
delete the last sentence of the subJect
matter.

10. Under Paragraph 1. Add the fol-
lowing chronologically-

1952 TIAS 2705 London Revslion
(1952) of the London Telecommunications
Agreement (1949) between the United States
and Canada and Certain British Common-

15. Under Paragraph 1. Delete the
* following:

1930 TS 921 Amendment to Regula-
ton of Annex 1 to the Safety of Life at
Sea Convention. December 31, 1930.

16. Under Paragraph 2: Add the fol-
lowing in chronological order:

1929 TS 910 Safety of Life at Sea
Convention with Regulations between the
United Statcs of America and Other Powers,
cigned at London May 31, 1929. Denuncla-
tion notified by the United States November
19, 1952, to b effective November 19, 1953.

17. Under Paragraph 2: Add the fol-
lowing chronologically,

1930 TS 921 Amendment to Regu-
lation = of Annex 1 to the Safety of Life
at Sea Convention. December 31, 1930.
Denunclation notified by the United States
November 19, 1952. to be effective November
19, 1953.

18. Under Paragraph 3: "1952-Agree-
ment between the United States of Amer-
lea and Canada for the purpose of
promoting Safety on the Great Lakes by
Means of Radio. The Agreement ap-
plies to vessels of all countries as pro-
vided for in Article 3-etc." amend the
entire entry to read as follows: "1952-
Agreement between the United States
of America and Canada for the purpose
of promoting Safety on the Great Lakes
by Means of Radio. The Agreement ap-
plies to vessels of all countries" as pro-
vided for In Article 3. Enters into force:
November 13,1954. (Notavalable atthe
Government Printing Office.)

19. Under Paragraph 3: Delete the
following: "1948--International Conven-
tion for the Safety of Life at Sea and
annexed Regulations. Signed at Lon-
don, June 10, 1948. Enters into force:
November 19, 1952, subJect to the provi-
slons of Article 11 of the Convention."
[IP. R. Dec. 3-7134; Filed. Aug. 12, 1953;

8:53 a. in.]
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PROPOSED RULE MAKING

FEDERAL COMMUNICATIONS air craft. Under the EARC Agreement
these frequencies are no longer availableCOMMISSION for this service. The frequencies 6615 kc.

, 47 CFR Part 9 1 and 11910 kc. are not being replaced with
frequencies which may be asgigned solely

AERONAUTICAL SERVICES for lighter-than-air operations since the
LIGHTR-TELW-An CRAFT FREQUENCIES aeronautical mobile (R) frequencies, are

available for assignment to lighter-
In the matter of amendment of Part than-air craft and the aeronautical sta-

9 of the Commission's rules and regula- tions serving the lighter-than-air craft
tions governing Aeronautical Services; in the same manner and extent as they
Docket No. 10623. are available for assignment to aero-

1. Notice Is hereby given of proposed' nautical land and aircraft radio stations.
rule making in theabove-entitied matter. 3. The proposed amendment is Issued

2. It is proposed to amend § 9.315 of under the authority of sections 303 (c)
Part 9 of the Commission's rules and (f) and-Cr) of the Communications Act
regulations governing aeronautical serv- of 1934, as amended.
ices as shown below, in order to permit 4. Any interested person may file with
the United States to put into effect the the Commission on or before August 25,
Ataitic City (1947) Table of Frequency 1953, a written statement or brief in
Allocations in accordance with the pro- support of, or in opposition to, the pro-
visions of the Agreement concluded at posed amendment. Comments or briefs
the Extraordinary Administrative Radio m reply to the original comments or
Conference (Geneva 1951), by deleting briefs may be filed witln 10 days from
the frequencies 6615 kc. and 11910 kc. the last day for filing the said original
as frequencies available for assignment comments or briefs. -The Commission
to lightbr-than-air craft and to aero- will consider such comments, briefs, and
nautical stations serving lighter-than- , statements before taking action in this

matter. If any comments are received
which- appear to warrant the Commis-
sion in holding an oral argument be-
fore final action Is taken, notice of the
time and place of such oral argument
will be given such interested parties.

5. In accordance with the provisions
of § 1.764 of the Commission's rules, an
original and 14 copies of all statements,
briefs, or comments shall be furnished
the Commission.

Adopted: August 5, 195.

Released: August 7, 1953.

FEDERAL COMMUNICATIONS
CO=MISSION,

EsEALl W. P MAsSING,
Acting Secretary.

Section 9.315 is amended by adding the
frequency 3281 kc. to the lisbof frequen.
cies which may be assigned to lighter-
than-air craft and to aeronautical
stations serving lighter-than-air craft.
[F. R. Dce. 53-7133; Filed, Aug. 12, 1953:

8:53 a. m.]

NOTICES

DEPARTMENT OF .THE INTERIOR
Bureau of Land Management

MONTANA

RESTORATION ORDER UNDER FEDERAL POWER
ACT POWER SITE RESERVE NO. 164

AUGUST 6-, 1953.
Pursuant to determination DA-140-

Montana, of the Federal Power Commis-
sion issued July 10, 1953, and in accord-
ance with Order No. 427, section 2.22 (a)
(4) of the Director, Bureau of Land
Management, approved August 16, 1950
(15 F R. 5641) it is ordered as follows:

Subject to valid existing nglts and the
provisions of existing withdrawals the
lands hereinafter described so far as they
are withdrawn and reserved for power
purposes are hereby restored to the
status of public domain under the public
land laws as provided by law, subject to
the provisions of section 24-of the Federal
Power Act of June 10, 1920 (41 Stat. 1075;
16 U. S. C. 818) as amended, and subject
to the reservation and stipulation of the
right of the United States, its permittees
or licensees to use the land for power
purposes, that no use shall be made by
others which will in any way interfere
or be inconsistent with the use of the
land by the United States, its permittees,
or licensees for power purposes; that any
structures, machinery, or improvements
placed thereon which shall be found to
interfere with power development shall
be removed or relocated as may be nec-
essary to eliminate interference with
such development, without expense to
the United States, its permittees or li-

"t

censees, and that the United States, Its
ermittees or licensees shall not be held

liable for any -damage to structures, ma-
chinery or improvements placed thereon
resulting from construction, operation
or maintenance of hydroelectric power
facilities authorized by the United States.

PRINCIPAL MEIDAN, MONTANA

T. 6 N., R. 5 W.,
Sec. 9, WY2,
Sec. 14, S'/2SW/4 ,
Sec. 15, SNW/4 , SW./4 , SSE/4 ,
Sec. 17, E 2NEY/, SW1/tNWV, sY2,
Sec. 22, NT/2 , NE 4SW'/4 , NW'/4 SE/ ,
Sec. 23, NX2 , N /SE/ 4 , SEY/SE ,
Sec. 24, NW'/4 NWY4 , SNW/4 , SW'/4 ,

NW/SE , S 2SE ,A
Sec. 25, NE/4 , NNW/4, SE/ 41NWI/4 ,

N SEY4.
T. 6 N., R. 4 W.,

Sec. 30, lot. 3, EI/2SW/ 4 ,
Sec. 31, SWY4NW/ 4 NEY4 , NE/ 4NWy4.
The area described aggregates 2,928.89

acres.
The land is -rolling to rough and is pri-

marily valuable and suitable for wildlife
purposes; watershed protection, timber
prdouction and limited grazing use.
None of the land is suitable for agricul-
tural purposes.

No applications for these lands may
be allowed under the homestead, small
tract, desert land, or any other non-
mineral public land laws, unless the
lands have already been classified as
valuable or suitable for such type of ap-
plication, or shall be so classified upon
consideration of an application. Appli-
cations filed involving any or all of these
lands must describe the land in accord-

ance with the most recent approved plat
of survey.

The land described shall be subject
to application by the State of Montana
for a period of 90 days from the date
of publication of this order4n the FEDERAL
REGI TER for a right of way for public
highways or a source of materials for
,the construction and maintenance of
such highways, subject to section 24 of
the Federal Power Act, as amended, and
the stipulations herein provided.

This order shall not otherwise affect
the status of the lands until 10:00 a. In.
on the 91st day after date of the publi-
cation of this order in the FEDERAL REG-
IsTER. At that time, the land shall be
subject to application, petition, location
and selection, subject to valid existing
rights, the provisions of existing with-
drawals the requirements of applicable
laws and the 90 day preference right
filing period for veterans and others en-
titled to preference under the act of
September 27, 1944 (50 Stat. 747; 43
U. S. C. 279-284) as amended.

W B. WALLACE,
Regional Administrator

[P. R. D0c. 53-7186: Eiled, Aug. 12, 10531
8:64 a. in.]

Geological Survey
'CALIFOR.NIA AND WYOMINO

DEFINITION or KNOWN 4'EOLOGIC STRUC-
TURES OF PRODUCING OIL AND GAS
FIELDS
Former paragraph (c) of § 227.0, Part

227, Title 30, Chapter II, Code of Fcd-
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eral Regulations (1947 Supp.) codifica-
tion of which has been discontinued by
a document published in Part II of the
FEDERAL REGISTER dated December 31,
1948, is hereby Supplemented by the ad-
dition of the following list of structures
defined effective as of the dates shown:

NAmE o FIELD, ETECTIVE DATz, AND ACREAGE •

(1) V CIORtOIA

Coarmnga asiside Field (addi- Alr. 9,1953 I10,743
tinal.

d... a 25,1953 4,42
Mc.1rkFil rviin - o 5,047'Sanio FIe ro n- Mar. 29,1947 590
South Behidge Field (addi- Apr. 9,1953 11, 501tional).

SouthMountan FiId.-- do-- 2,M

CD) Wiola ia

Cole Creek Field (revson)_ 'Feb. 24. 19M3 215
EostSuexliid...... Fpt. 14,1951 1,440
IAttle Buck Creek Field nreo- )une 9,1951 1, I0)

siMn).
Meadow Creek Field 23Mar 193,i9' 4 3,16
NorthSage SprngCreek Field. Apr. 9,1952 13 I=
Skull Creek Field (revon).[ Jne 11,1953 m2,9
South TeapotFie_ Jul.... Iuly 20,1951 240
Sussex Field-. .... I Jan. 22,%1952 1, C23
Wes _ ......... Way 9,1952 s5

'W. E. WRATHER.
Director

Ip. r. Dec. Z3-7135; Filed. Aug. 12. 1953;
8:51 a. m.]

Office of the Secretary

ALAsA

NOTICE .FOR TI I G OBJECTIONS Tr ORDER
HDRAV7fING PUBLIC LANDS FOR USE OF

THE DEPARTMENT OF THE AR=Y FOR 11L-
TERY :PURPOSES I

For a penod of 60 days from the date
of publication of the above entitled order,
persons having cause to object to the
terms thereof may present their objec-
tions to the Secretary of the Interior.
Such objections should be in writing,
should be addressed to the Secretary of
the Interior, and should be filed in dupli-
cate in the Department of the Interior,
Washngton 25, D.C. In case any objec-
tion is filed and the nature of the oppo-
sition is such as to warrant it, a public
hearing will be heid at a convenient time
and place, which will be announced,
where opponents to the order may state
their views and where the proponents of
the order can explain its purpose, intent,
and extent. Should any objection be
filed, whether or not a hearing is held,
notice of the determination by the Sec-
retary as to whether the order should be
rescinded, modified or let stand will be
given to all interested parties of record
and the general public.

OmE LEwIS,
Assistant Secretary of the Interior.

AUGUST 7, 1953.

[F. 1%. Doc 53-7098; Filed, Aug. 12, 1953;
8:45 a. m l

FEDERAL REGISTER

CoLOrAo

NOTICE FOR FILING OB.TECTIONS TO ORDER
VITHDRAWING PUBLIC LANDS 7OR USE OF

ATOm.IC ENERGY COrTifssr0 1o I

For a period of 30 days from the date
of publication of the above entitled or-
der, persons having cause to object to
the terms thereof may present their
objections to the Secretary of the In-
terior. Such objections should be in
writing, should be addressed to the Sec-
retary of the Interior, and should be
filed in duplicate in the Department of
the Interior, Washlngtdn 25, D. C. In
case any objection is filed and the nature
of the opposition is such as to warrant
It, apublic hearing vill be held at a con-
vement time and place, which will be
announced, where opponents to the or-
Aer may state their views and where the
proponents of the order can explain its
purpose, ntent, and extent. Should any
objection be filed, whether or not a
hearing is held, notice of the detirml-
nation by the Secretary as to whether
the order should be rescinded, modified
or let stand will be given to all Inter-
-ested parties of record and the general
'Public.

On LEwIs,
Assistant Secretary of the Interior.

AUGusT 7, 1953.
IF. R. Dac. 53-7097; Filed, Aug. 12. 1953;

8:45 a. in]

DEPARTMENT OF ;COMMERCE
Office of International Trade

[Case No. 157B1

ATLANTIC & PAcmWC WnUE & CABLE Co.,
IZTC., ET AL.

ORDER STAYING EFFECTIVENESS OF O:1DER
REVOiN; AND DNYING LICENE PrfVI-
LEGES

In the matter of Atlantic & Pacific
Wire & Cable Co., Inc., Martin Oboler,
President, Irving Rubin, Secretary and
Treasurer, 112-01 Northern Boulevard,
East Elmhurst, Long island, New York;
respondents; Case No. 157B.

On application of the above-named
respondents for a stay as to them of the
denial order issued against them and
others under date of July 17, 1953, pend-
ing hearing and final' decision of their
appeal therefrom to the Appeals Board
of the Department of Conimerce, and it
appearing that good cause exists for said
stay, It is hereby ordered, That raid de-
nial order, Issued on July 17, 1953, and
published in the FmEL REGISTEr on
July 23, 1953 (18 F R. 4345) be and is
hereby stayed in all respects as to said
respondents until.final decision of their
appeal therefrom by said Appeals Board.

Dated: August 7, 1953.
Joim C. 33oo:,

Assistant Director for Export Supply.
[F. MH. Doc. 53-7128; Filed. Aug. 12, 1953;

8:52 a. m.1
aSee Title 43, Chapter 1; Appendix, PLO -See Title 43, Chnpter . Appendx, PLO

910, supra. 911, s Mupr.
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DEPARTMENT OF DEFENSE
Department of the Army

CA=iEn BrDG TOLLS
TOLL CnnSGE3 0' TM DEAWAEN RnIVER PORT

AUTHORITY MIDGE BETWEEN PEILADEL-
P1IA, PA., AND CAZME, NT. T., NOTICE OF
PREIEI1ING COlZFEPr=*CE
Reference Is made to previous notice

regarding Camden Bridge Tolls, pub-
lished in 18 F R. 4221, July 18, 1953.
The above-entitled case Is assigned for
preheating conference on August 17,
1953, at 2 p. m., e. d. s. t., at the Camden
County Court House, Camden, N. J., for
the purpoze of formulating issues and
considering:

(1) The simplification of Issues;
(2) The necessity or desirability of

amending the pleadings either for the
purpoze of clarificatton, amplification.
or limitation;

(3) The possibility of making admis-
slons of certain averments of fact or
stipulation., concerning the use by any
of the parties to the proceedings of mat-
ters of public record, such as public re-
ports and the like, to the end of avoiding
the unneces.ary introduction of proof;

(4) The procedure at the hearing;
(5) The limitation of the number of

TwItnezz-e;
(6) The propriety of prior mutual ex-

change between or among the parties of
prepared testimony and exhibits, and

(7) Such other matters as may aid in
the simplification of the evidence and
dispoAtion of the proceeding.

Wun E. BnMnr
Major General, U. S. Army,

The Adfutant Genera7.
[P. M. Dr, S3-7131; Piled, Aug. 12, 1953;

8:53 a. n.l

DEPARTMENT OF AGRICULTURE
Office of the Secretary

AnDt srmn on, Pnomcrion AND .2 MA= -
In-G ADLMNISTRAT

DELEGATION Or AUTHORITY WITH RESPECT TO
CERTAIIN FUNCTIONS AND DUTIES

Pursuant to the powers vested in me
by the statutes of the United States,
Executive Orders of the President and
l~eorganizatlon Plan No. 2 of 1953 (18
P. R. 3219) there Is hereby delegated to
the Administrator, Production and ,1ar-
heting Administration, all authority of
the Secretary of Agriculture with respect
to theformulation and issuance of grades
and standards, all matters pertaining to
the commodity market net's and grad-
ing and Insection services, and the
formulation and issuance of rules and
regulations applicable thereto: Provided,
howerer That authority with re-pect to
any of the aforementioned functions
which is now vested in any other agency
of the Department Is not so delegated.

The Adminis-trator may redelegate,
with or without power of redelegation,
to any employee of the United States
Department of Agriculture any or all
the authority vested in him hereunder.



NOTICES

All action heretofore taken by the Ad-
ministrator with respect to the foregoing
matters is hereby ratified and confirmed,
and shall remain in full force and effect
unless and until expressly modified,
amended, suspended, revoked, or termi-
nated.

Done at Washington, D. C., this 7th
day of August 1953.

[SEAL] E. T. BENSON,
Secretary of Agriculture.

[IF. R. Doc. 53-7123; Filed, Aug. 12, 1953;
8:51 a. M.]

FEDERAL COMMUNICATIONS
COMMISSION
[Docket No. 103461

JAMES GERITY, JR.
iEMORANDUM OPINION- AND ORDER DESIG-

NATING APPLICATION FOR HEARING ON
STATED ISSUES
In re application of James Gerity, Jr.,

Pontiac, Michigan; Docket No. 10346,
File No. BP-8651, for construction per-
mit.

1. The Comussion has before it for
consideration the following pleadings
concerning the above entitled applica-
tion of James Gerity, Jr., for a new sta-
tion at Pontiac, Michigan:

(a) Petition for Rehearing, filed June
8, 1953, by WKMH, Incorporated, li-
censee of WKMAF Flint, Michigan;

(b) Petition for Rehearing, filed June
8, 1953, by Chief Pontiac Broadcasting
Company'

(c) Opposition to petition of Chief
Pontiac for Rehearing, filed June 17,
1953, by James Gerity, Jr.,

(d) Joint Motion, filed June 17, 1953,
by James Gerity, Jr. and WKMH, In-
corporated;

(e) Answer to Gerity's Opposition,
filed June 22, 1953, by Chief Pontiac;

(f) Reply to Answer of Chief Pontiac,
fled June 29, 1953, by James Gerity, Jr.,

(g) Petition for Rehearing filed July
3, 1953, by Chief Pontiac Broaddasting
Company' and

(h) Opposition to Chief Pontiac Pe-
tition for Rehearing filed by James
Gerity, Jr. on July 10, 1953.

2. On November 12, 1952, the Com-
mission adopted an Order providing for
a consolidated hearing on three mutualy
exclusive applications, each requesting
the use of the facility of 1460 kilocycles,
with a power of 500 watts, unlimited
time, at Pontiac, Michigan. Two of the
three applications were dismissed shortly
thereafter, leaving James Gerity, Jr., as
the only Yemalning -applicant for the
Pontiac facilities in question. The
Hearing Examiner opened the hearing
on November 17, 1952, but immediately
continued the hearing indefifiitely to
permit James Gerity, Jr., to file a peti-
tion for reconsideration and grant of his
application without further hearing.
Such a petition was filed on January 22,
1953, and on May 8, 1953, the Commis-
sion adopted an Order (FCC 53-550)
granting this petition and granting the
Gerity application. On May 14, 1953,
the Chief Pontiac Broadcasting Company

filed a petition requesting the Commis- nize It to be, as It was originally filed by
sion to set aside its action of May 8, - WKMlI a sufficient and timely petition
1953, in granting the James Gerity, Jr., for rehearing filed pursuant to the pro-
application. In addition the Chief visions of section 405 of the Communica-
Pontiac Broadcasting Company also filed tions Act of 1934, as amended, and we
an application for a new station in grant It as such. In doing so, however,
Pontiac, Michigan, requesting the very we, for reasons to follow, are staying
same facilities that the Commission the effectiveness of our grant to Gorlty
granted to James Gerity, Jr., on May 8: rather than setting it aside.
1953. On June 3, 1953, the Commission, 6. In the pastt we, in honoring see-
upon consideration-of the facts and ar- tion 405 petitions for rehearing, have
guments set forth -in the Chief Pontiac generally vacated the grants in issue.
petition, adopted a Memorandum Opin- However such actions were matters of
ion and Order (FCC 53-675) denying the discretion and not required by the pro-
petition and diSmissing the Chief Pontiac visions of- section 405. In light of the
application, clear policy of Congress reflected in the

3. Subsequent to the Commission's section 309 (c) provision for postpone-
actions of May 8, 1953, and June 3, 1953, ment rather than vacation in cases where
granting the Gerity application and de- the Commission has once determined a
nymg the Chief Pontiac petitions re- grant to be In the public interest, the
spectively, the parties involved have filed Commission believes that in a case such
the pleadings set forth in Paragraph 1 as this it would be appropriate to apply
above. WKMH, Inc. (hereinafter called the same policy even though a petition
WKM) in its petition. for rehearing for reconsideration under section 405 is
filed on June 8, 1953 (Pleading A) sought involved rather than a protest under sea-
to have the Gerity grant set aside on tion 309 (c) The facts of the case,
several grounds. Subsequently, how- rather than a petitioner's sometimes for-
ever, WKMF and Gerity had discussions tultous choice of remedy (under section
looking toward the reduction or elimi- 309 (c) or 405) should be given con-
nation of the interference to WKM trolling effect in determining the status
which would be caused by Gerity's sta- of a protested grant pending hearing.
tion. As a result of these discussions, 7. Accordingly, it is ordered, This 5th
WKMF and Gerity on June 17, 1953, filed day of August 1953, that pursuant to
a joint motion (Pleading D) wherein section 309 (c) of the Communications
WKMF "scaled down" its June 8, 1953, Act of 1934, as amended, the above-
petition for rehearing so as to have Its entitled application of James Gerity, Jr,
petition "considered -soely as a protest for a new station at Pontiac, Michigan
under section 309 (c)" and Gerity con- Is designated for hearing at a timo anid
sented to "WKMF's petition insofar as place to be designated in a subsequent
it constitutes a protest under section order upon the following Issues:
309 (c) " While the Chief Pontiac pe - 1. To determine the areas and popu-
tition for rehearing of June 8, 1953 lations which may be expected to gain
(Pleading B) simply restates the con- or lose primary service from the opera-

.tentions and arguments set forth in its tion of the proposed station, and the
initial pleading of May 14, 1953, which availability of other primary service to
the Commission denied on June 3, 1953 such areas and populations.
(FCC 53-675) Chief Pontiac in its plead- 2. To determine the type and char-
ings of June 22, 1953, and July 3, 1953 acter or program service proposed tp be
(Pleadings E and G, respectively) con- rendered and whether it would meet the
tends that Gerity's change of position- requirements of the populations and
from opposing to acquiescing to a section areas proposed to be served.
309 (c) proceeding-is conclusive proof 3. To determine whether the opera-
that the Commission acted illegally in tion of the proposed station would in-
granting the Gerity application. volve objectionable Interference with

4. Clhef Pontiac's petitions for re- Station WKMF, Flint, Michigan, and, if
hearing (Items 1-B and I-G above) must so, the nature and extent thereof, the
be dismissed on the ground that It was areas and populations affected thereby,
not aggrieved or adversely affected by thae availability of other primary service
the Commission's order. Its only claim to such areas and populations, and the
of interest is as an applicant, and it did nature and character of the program
not have that status at, the time of the service now being rendered by Station
order in question. We reaffirm our con- WKMIF to such areas and populations.
clusion in Chief Pontiac Broadcasting It is further ordered, That the above
Company (FCC 53-675) released June 5, issues are not adopted by the Cominils-
1953, that Chief Pontiac has "sustained sion; hence, the burden of proceeding
no legal prejudice" from the Gerity .yant with the introduction of evidence and
and our dismissal of Chief Pontiac's be- the' burden of proof shall e on the
lated application for the facilities protestant.
granted to Gerity. It is further ordered, That WKIMH,

5. On the other hand, WKMP's claim Inc., licensee of Station WKMP, Flint,
of interference from the Gerity grant in Michigan, is made a party to this pro-
issue must be recognzed. Tnere is no ceeding:
dispute to the fact that the Gerity oper- It is further ordered, That the effec-
ation will cause WKMF to suffer a loss of tive date of the Commission's action of
1 percent of the population now receiv- May 8, 1953, In granting the above-en-
ing service from WKMF However we titled application is postponed pending
do not consider it necessary to recognize a final decision in the hearing ordered
the WKlM petition for rehearing (Plead- above.
ing A) as a protest under section309 (c) It is further ordered, That the above
of the Communications Act. We recog- described Petitions of WKMH, Inc,, 'and

4S4 0
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Chief Pontiac Broadcasting Company [Docket No. 0-2003, G-2124, 0-2125,0-2120,
are in all other respects denied. G-2140]

Released: August 7, 1953.
FEDERAL COLhUiCATIONS

CoLIlSSION,
[SEALI W. P. MSSING,

Acting Secretary.
j'F. P1 Doc. 53-7132; Filed, Aug. 12, 1953;

8:53 a. m.]

FEDERAL POWER COMMISSION
IDocket Nos. G-1668, C-1B28, G-1998,

--2026, G-2132, G-2133]

SOUTHERN UnMoN GAS Co. ET AL.

NOTICE OF ORDER AFFniRNG INITMAL
DECISION

AUGUST 7, 1953.
Inthe matters of Southern Union Gas

I Oompany, Docket Nos. G-1668, G-2132;
,1 Paso Natural Gas Company, Docket

:Tos. G-1828, G-1998 and G-2133; West
exas Gas Company, Docket No. G-2026.
Notice is hereby given that on July 31,

:953, the Federal Power Commission is-
ued its order adopted July 29, 1953. af-
irming initial decision of Presiding Ex-
miner in the above-entitled matter,

[SEAL] LEON M FUQUAY,
Secretary.

F. V. Dc. 3-7103; Piled, Aug. 12, 1953;
8:48 a. i-]

[Docket No. G-1792]

'ExAs EASTERN T!RANSSSION CORP. AND
TRAxscoNTiNiETAL GAS PIPE LuN
CORP.

1 rOTICE OF ORDER ISSUING CERTIFICATE OF
PUBLIC CONVENIENCE AND NECESSITY

AUGUST 7, 1953.
Notice is hereby given that on July 31,

953, the Federal Power Coinmmssion is-
ued its order adopted July 29, 1953,
mending order (17 F. R. 1399) issuing
ertificate of public convenience and
Lecessity in the above-entitled matter.

[SEAL] LEON Al. PuQUAY,
Secretary.

P. R. Doc. 53-7109; Filed, Aug. 12, 1953;
8:48 a. mI.]

[Docket Nos. --2010, G-2169, G-21771

NORT NATURAL GAS CO. ET AL.
NOTICE OF FINDINGS AND ORDERS -

AUGUST 7,1953.
In. the matters of Northern Natural

tas Company, Docket No. G-2010; As-
cated Natural Gas Company, Docket

[o. G-2169" The East Ohio Gas Con-
any, Docket No. G-21'77.
Notice is hereby given that on July 30,

953, the, Federal Power Commission is-
ied its findings and orders adopted

uly 29, 1953, issuing certificates of pub-
c convenience and necessity in the
bove-entitled matters.

[SEAL] LEON M. FPQUAY,
Secretary.

F. R. Doc. 53-7110; Filed, Aug. 12, 1953;
8:48 a. m.]

NORTHERi NATURAL GAS Co. ET AL.

NOTICE OF ORDER SEVERING PnocExDxNGs
AND oLLTTzNG rTER XDIAT DEClSION
PROCEDURE

AUGUST 0, 1053.
In the matters of Northern Natural

Gas Company, Docket Nos. 0--2063 and
G-2125; Independent Natural Gas Com-
pany, Docket Nos. G-2124 and G-2140;
El Paso Natural Gas Company, Docket
No. G-2126.

Notice is hereby given that on August
4, 1953, the Federal Power Comm1slon
issued its order adopted July 29. 1953,
in the above-entitled matters, severing
proceedings in Docket Nos. G-2124,
G-2125, C-2126, and G-2140 from Docket
No. G-2063, and omitting intermediate
decision procedure in Docket Nos.
G-2124, G-2125, and G-2126.

[sEAL] LzoN M. PUQUAY,
Secrctar.

IF. R. Doc. 53-7100; Filed. Aug. 12, 1953;
8:46 a. in.]

[Project No. 20971

NAI EUGON HYDRO CO.

NOTICE OF OPINION NO. 257 AND ORDER
DENYING APPLICATION FOR LICENSE

AUGUST 7, 1953.
Notice Is hereby given that on July 30,

1953, the Federal Power Commission is-
sued Its opinion and order adopted July
29, 1953, denying application for licene
in the above-entitled matter.

[SEAL3 Lon LL FuQuAy,
Secretary.

[F. . DOc. 53-7111; Filed, Aug. 12, 1953;
8:49 a. in.]

[Docket No. (3-215G]

HOPE NATURAL GAS Co.

NOTICE OF FINDINGS AND ORDER

AUGUST 6, 1953.
Notice Is hereby given that on July 27,

1953, the Federal Power CommisIon Is-
sued its order adopted July 24, 1953, Is-
suing a certificate of public convenience
and necessity in the above-entitled
matter.

[SEAL] LrO:i M FUQUAy.
Secretary.

[P. R. Doc. 53-7112: Filed. Aug. 12, 1053;
8:49 a. in.]

[Docket Nos. G-21" G--21881

C=rr or AUSTELL, GA. AND Crry oF
PAYEITE, ALA.

ORDER CONSOLIDATING PROCEEDIINGS
AND FIXING DATE OF HEARIIG

On April 29, 1953, City of Austell,
'Georgia (Applicant), filed an applica-
tion, pursuant to section ' (a) of the
Natural Gas Act, for an order of the

484

Commizslon directing Southern Natural
Gas Company (Southern Natural) to es-
tablish physical connection of the latter's
tranz-mLson facilities with facilities
proposed to be constructed by Applicant,
and to sell and deliver a natural gas sup-
ply to Applicant for local distribution
within Austell and adjacent commum-
ties.

Southern Natural has been served with
a. copy of the application and has made
no objections or reply thereto. Public
notice of the application has been given,
Including publication in the Faarau.
Rr isn on May 19,1953 (18 F. R. 2890)

On June 15, 1953, City of Fayette, Ala-
bama (Applicant), filed an application,
pursuant to section 7 (a) of the Natural
Gas Act. for an order of the Commission
directing Southern Natural to establish
physical connection of the latter's trans-
mlssion facilities with facilities proposed
to be constructed by Applicant, and to
sell and deliver a natural gas supply to
Applicant for local distribution within
Fayette and to rural customers along
Applicant's proposed pipeline route.

Southern Natural has been served
with a copy of tle application and by
answ er filed July 15, 1953, admits It will
have sufficient capacity and gas avail-
able to supply Applcant's stated require-
ments without impairing Southern Nat-
ural's ability to render adequate service
to Its existing customers and without
placing an undue burden upon it. Pub-
lo notice of the application has been
given. including publication in the Pz-
zRAL REGISTEi on July 4, 1953 (18 F. 1.
3919)

The Commission finds: It would be in
the public interest and itis necessary and
appropriate to carry out the provisions
of the Natural Gas Act that these pro-
ceedings be consolidated for purpose of
hearing.

The Commission orders:
(A) The proceedings at Docket Nos.

C-2164 and G-2188 be and the same
are hereby consolidated for purpose of
hearing.

(B) Pursuant to the authority con-
tained in and subject to the jurisdiction
conferred upon the Federal Power Com-
mi-sion by sections 7, 15 and 16 of the
Natural Gas Act, and the Commission's
rules of practice and procedure, a public
hearing be held commencing on August
20, 1953 at 10:00 a. in., e. d. s. t., in the
Hearing Room of the Federal Power
CommisIon, 441 G Street NW., Washing-
ton, D. C. concerning the matters in-
volved and the Izsues presented by said
applications.

(C) Interested Slate commissions may
participate as provided by § 1.8 and 1.37
(f) (18 CFR 1.8 and 1.37 (f)) of the
Commision's rules of practice and pro-
cedure.

Adopted: August 5, 1953,
Issued: August 7, 1953.
By the Commission.
[stALl LEo.. M. PuQUAP,

Secretary.
JF. R. Dcc. r3-7101; Piled, Aug. 12, 1953;

8:47 a. i.l]

Thursday, August 13, 1953



NOTICES

[Docket No. G-21951

NORTHERN NATURAL GAS CO.

ORDER FIXING DATE OF HEARING

On June 22, 1953, Northern Natural
Gas Company (Applicant) filed an ap-
plication pursuant to section 7 of the
Natural Gas Act requesting permission
and approval of the Commission -to
abandon certain facilities locatedin Iowa
and Nebraska and heretofore utilized
by Applicant for the transportation of
natural-gas for direct industrial sale to
Omaha Public Power District and Amer-
ican Smelting and Refining Company in
Omaha, Nebraska. A supplement to the
said application was filed by Applicant
on July 10, 1953. The application as
supplemented is on file with the Com-
mission and open to public inspection.

Applicant has requested that its ap-
plication be heard under the shortened
procedure provided by § 1.32 (b) (18
CF1? 1.32 (b)) of the Commission's rules
of practice and procedure. Notice of the
filing of the application has been given
including publication in the FEDERAL
REGISTER on August 1, 1953 (18 F R.
4528) Such notice provides that pro-
tests or petitions to intervene may be
filed with the Commission in accordance
with the rules of practice and procedure
on or before August 17, 1953.

The Commission finds:
(1) The proceeding appropriately may

be disposed of under the provisions of
§ 1.32 (b) of the Commission's rules of
practice and procedure provided no pro-
test or petition to intervene raising an
issue of substance is filed on or before
August 17, 1953. 1

(2) Good cause exists for fixing the
date for hearing upon the application
upon less than fifteen days notice
thereof.

The Commission orders:
(A) Pursuant to the authority con-

tained in and subject to the jurisdiction
conferred upon the Federal Power Com-
mission by sections 7 and 15 of the
Natural Gas. Act and the Commission's
rules of practice and procedure, a hear-
ing be held on August 18, 1953, at 9:45
a. m., e. d. s. t., in a hearing room of the
Federal Power Commission, 441 G Street
NW., Washington, D. C., concerning the
matters involved and the issues presented
by such application: Provided, however
That in the event no protest or petition
to intervene is filed on or before August
-17, 1953, the Commission may, after a
noncontested hearing, forthwith dispose
of the proceeding pursuant to the pro-
visions of § 1.32 (b) of the Commission's
rules of practice and procedure.

(B) Interested State commissions may
participate as provided by §§ 1.8 and 1.37
(f) (18 CFR 1.8 and 1.37 (f)) of the

.said rules of practice and procedure.

Adopted: August 5, 1953.

Issued: August 7, 1953.

By the Commission.

[SEAL] LEON M. FUQUAY,
Secretary.

[Docket No. --21961

SOUTHERN NATURAL GAS Co.

ORDER FIXING DATE OF HEARING

Qn June 22, 1953, Southern Natural
Gas Company (Applicant) a Delaware
corporation with its principal office at
the Watts Building, Birmingham, Ala-
bama, filed an application for a certifi-
cate of public convenience and necessity
.pursuant to section 7 of the Natural Gas
Act, authorizing the construction and
operation of certain natural-gas trans-
mission facilities, subject to the juris-.
diction of the Commission, as described
in the application on file with the Com-
mission and open to public inspection.
In the same application A15plicant also
seeks authoriation, pursuant to section
7 (b) of the Natural Gas Act to abandon
certain other facilities as described in the
application.

The Commission finds-:
(1) This proceeding is a proper one

for disposition under the provisions of
§ 1.32 (b) (18 CFR 1.32 (b)) of the
Commission's rules of practice and pro-
cedure, Applicant having requested that
its application be heard under the short-
ened procedure provided by the aforesaid
rule for noncontested proceedings.

(2) To this date no protest or petition
in opposition to said application has been
filed subsequent to the giving of due
notice of the filing of the application,
including publication in the FEDERAL
REGISTER on July 22, 1953 (18 F R. 4260)

(3) It is reasonable and in the public
interest and good cause exists for fixing
the date of hearing in this proceeding
less tha 15 days after publication of this
order in the FEDERAL REGISTER.
- The Commission orders:

(A) Pursuant to the authority con-
tamed in and subject to the jurisdiction
conferred upon the Federal Power Com-
mission by sections 7 and 15 of the Nat-
ural Gas Act, and the Commission's rules

-of practice and procedure, a-hearing be
held on August 14, 1953, at 9:30 a. m.,
e. d. s. t., in a Hearing Room of the Fed-
eral Power Commission, 441 G Street
NW., Washington, D. C., concerning the
matters involved and the issues present-
ed by the application herein. Provded,
however That the CommisSion may,
after a noncontested hearing dispose of
the proceeding pursuant to provisions of
§ 1.32 (b) of the Commission's rules of
practice and procedure.

(B) Interested State commissions
may participate as provided by § 1.8
and 1.37 (f) (18 CFR 1.8 and 1.37 (f))
of the said rules of practice and pro-
cedure.

Adopted: August 5, 1953.

Issued: August 6, 1953.
By the Commission.

[SEAL] LEON M. FUQUAY,
Secretary.

IF. R. Dc. 53-7102; Filed, Aug. 12, -1953; [F. R. Doe. 53-7117; Filed, Aug. 12, 1953;
8;47 a. im.l , 8:50 a. M.]

[Docket No. 0-2107]
MIsSISSIPPz VALLEY GAS CO.
ORDER FIXING DATE OF HEARING

On June -22, 1953, Mississippi Vallr
Gas Company (Applicant) a MissIssipy I
corporation with its principal place or
business In Jackson, Mississippi, filed a: I
application for a certificate of 'Publi,
convenience and necessity pursuant t)
section 7 of the Natural Gas Act, author
izmg the construction and operation o
certain natural-gas transmission facili
ties, subject to the Jurisdiction of th
Commission, as described in the applicr
tion on file with the Commission ani
open to public Inspection.

The Commission finds:
(1) This proceeding is a proper on

for disposition under the provisions o
§ 1.32 (b) (18 CPR 1.32 (b)) of the Corn
mission's rules of practice and procedur(
Applicant having requested that the ap
plication be heard under the shortenci
procedure provided by the aforesaid nil
for noncontested proceedings, and no re
quest to be heard, protest, or petitio:
having been filed subsequent to the giv
ing of due notice of the filing of th
application, Including publication In th.
FEDERAL REGISTER on July 9, 1953 (1.
F. R. 4037)

(2) It is reasonable and in the publi,
Interest and good cause exists for fixin
the date of hearing in this proccedinj
less than 15 days after publication o
this order In the FEDERAL REGISTER.

The Commission orders:
(A) Pursuant to the authority con

tained in and subject to the jurisditiox
conferred upon the Federal Power Corn.
mission by sections 7 and 15 of the Nat
ural Gas Act, and the Commission',, rulei
of practice and procedure, a hearing bi
held on August 20, 1953, at 0:30 a. m,
e. d. s. t., in the Hearing Room of thi
Federal Power Commission, 441 G Stree
NW., Washington, D. C., concerning thi
matters Involved and the issues presente(
by the application herein. Providcd
however That the Commission may
after a noncontested hearing, dispose o
the proceeding pursuant tc provisions o
§ 1.32 (b) of the Commission's rules o
practice and procedure.

(B) Interested State commissions I ,
participate as provided by §§ 1.8 and 1, 3'
(f) (18 CFR 1.8 and 1.37 (f)) of the so 1(
rules opractice and procedure.

Adopted: August 5, 1953.
Issued: August 7, 1953.
By the Commission.
(SEAL] LzoN M. FQu AV,

Secretary,
IF. n. Docr. 63-7103, Fled, Aug. 12, 101 3

8:47 a. m.]

[Docket No. ID-1142]
DARWIN S. BROWN

NOTICE OF ORDER AUTHOIIIZINO APPLIA'
TO HOLD CERTAIN POSITIONS

AuaUST 0, 1953.
Notice is hereby given that on Augu i

3, 1953, the Federal Power Commissk
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issued its order adopted July 29, 1953,
authorizing applicant to hold certain
positions pursuant to section 305 (b) of
the Federal Power Act in the above-
entitled matter.

[SEAL] LEON M. FUQUAY,
Secretary.

[P. R. Dc. 53-7113; Filed, Aug. 12, 1953;
8:49 a. ,L]

[Projects Nos. 1985, 1986, 19871

CALIFORNIA-PAcIFIC UTILITIES CO.

rOTICE OF ORDER DETERLUNING COST AND
PRESCRIBING ACCOUNTING THEREFOR

AUGUST 6, 1953.
Notice is hereby given that on July 29,

953, the Federal Power Commission is-
ued its order adopted July 23, 1953,
etermining actual legitimate original
ost and prescribing accounting therefor
n the above-entitled matter.

[SEAL] LEON M. FUQUAY,
Secretary.

P. R. Dc. 53-7114; Filed, Aug. 12, 1953;
8;49 a. rm-I

[Project No. 2027]

BADLEY INVETLIENT CO.

NOTICE OF ORDER TERLMIATING LICENSE

AUGUST 6, 1953.
Notice is hereby given that on August

i, 1953, the Federal Power Commission
ssued its order adopted July 29, 1953,
n the above-entitled matter, terml-
iating license (Minor) effective as of
)ecember 31, 1951.

[SEAL] LEONM. FUQUAy,
Secretary.

'P. R. Doc. 53-7115; Fled, Aug. 12, 1953;
8:49 a. m.]

[Project No. 2117]
SOUTH CAROLINA PUBLIC SERVICE

AUTHORITY

NOTICE OF ORDER ISSUING IDNOR-PART
LICENSE

AUGUST 6, 1953.
Notice is hereby given that on June 12,

[953, the-Federal Power Commission is-
5ued its order adopted June 11, 1953,
isung minor-part license (Transmils-
,on Line) in the above-entitled matter.

[SEAL] LEON M. FUQUAr,
Secretarg.

[F. R. Doc. 53-7116; Filed, Aug. 12, 1953;
8:50 a. m.]

SECURITIES AND EXCHANGE
COMMISSION

[File No. 1-3237]

ADOLF GOBEL, INC.

ORDER POSTPONING DATE OF HEARING
AUGUST 7, 1953.

The Commi sson, by order dated July
21, 1953, instituted proceedings in the

No. 158- 10

above-entitled matter under section 19
(a) (2) of the Securities Exchange Act
of 1934 and an investigation under sec-
tion 21 (a) and (b) of said act and or-
dered a public hearing with respect to
the matters specified In said order to be
held at 10:00 a. m., e. d. s. t., on August
10, 1953, at the Regional Oflce of the
Securities and Exchange ConmnifIon, 42
Broadway, New York 4, New York.

It now appears to the Commission that
James Rosen has been appointed Tem-
porary Receiver for Adolf Gobel, Inc., in
proceedings, pending in the District
Court of the United States for the Dis-
trict of New Jersey, for the reorganiza-
tion of the corporation under Chapter X
of the Bankruptcy Act as amended.

Said Temporary Receiver has re-
quested a postponement of the date for
hearing in this proceeding and has ad-
vised the Commission that a Trustee
may be appointed for the debtor in the
week commencing August 9. 1953. The
Commission being duly informed in the
premises deems it appropriate under the
circumstances to postpone the date of
the commencement of the hearing for
one week; and,

It zs ordered, That the hearing set for
August 10, 1953, at 10:00 a. In. be and the
same is hereby postponed to August 17,
1953, at 10:00 a. m., and,

It 2s furtlier ordered, That this
amended order shall be served on Adolf
Gobel, Inc., and Anthony DeAngells, and
this amended order, together with the
original order in this matter shall be
served on James Rosen, Receiver, Adolf
Gobel, Inc., Hudson Dispatch Building,
400 Thirty-eighth Street, Union City,
New Jersey. Such service shall be made
personally or by registered mail forth-
with and this amended order shall be
published in the FEDERAL REGISTE.

By the Commission.

[SEAL] ORVAL L. DuBOis,
Secretary.

[F. R. Doc. 53-7106; Filed, Aug. 12, 1953;
8:48 a. n.]

[File Nos. 54-54, 59-50, 70-5591

NORTHERN STATES POWER CO. EL Al.

SUPPLE=RTAL ORDER REVISING Pr

AUGUST 6, 1953.
In the matter of Northern States

Power Company, Delaware, File No.
54-54; Northern States Power Compa4y,
Minnesota, File No. 70-559; Northern
States Power Company, Delaware, and
each of its subsidiaries, File No. 59-50.

The Commission by orders entered
herein on December 21, 1950. April 8,
1952, and May 15, 1952 (Holding Com-
pany Act Releases Nos. 10305, 11145 and
Modifying Order) having approved the
allowance to Sullivan & Worcester of P.
fee of $15,000 and expanses of $2,014.21
for their legal services as counsel to
Cameron Biewend, Class A stockholder
of Northern States Power Company
(Delaware) in the proceedings for the
reorganization of the Northern States
Power Company holding company sys-
tem pursuant to section 11 (e) of the

Public Utility Holding Company Act of
1935; and

The United Stat-, District Court for
the District of Minnesota (Fourth Divi-
sion), in proceedings for the enforcement
of said fee orders (Civil Action No. 2673
of said Court) by opinion entered on
January 12, 1953 and order pursuant
thereto, having revised the amount of
said fee allowance to $20,000; and

ullIvan and Worcester, in order to
avoid litigation, having indicated their
willingness to accept a compromise fee
in the sum of $17,500 and the Commis-
Son, being of the opinion that under the
circumstances such sum would be fair
and equitable, having authorized coun-
sel to enter into a. stipulation to that
effect, and said stipulation having been
approved by the Court, and the Court
having amended Its order accordingly,

It s ordered, That the aggregate
amount of the fee allowances to said
Sullivan & Worcester for their legal
services herein be, and the same hereby
is, revised to read $17,500.

By the Commission.

[EAML] OaviL L,. DuBois.
Secretary.

[P. R. Doc. 53-7105; F4led. Aug. 12, 1953;
8:48 a. .]

[File Io. 70-3094]

COLUHEIA GAS Sys=EN, IC., AND NATURAL
GAS Co. or WEST VmGnA

OfDZn AUTHORIZIG SALE OF SECURITIES BY
SUDSIDIAII TO HOLDIN.G COLIPANIY

AUGUST 7, 1953.
The Columbia Gas System, Inc.

("Columbia"), a registered holding com-
pany, and Its wholly owned subsidiary
Natural Gas Company of West Virginia
("Natural Gas") a West Virginia corpo-
ration doing a public-utility business in
the State of Ohio, having filed with this
Commission a Joint application and an
amendment thereto, designating sections
6 (b), 9 and 10 of the Public Utility
Holding Company Act of 1935 ("the
act") as applicable to the proposed
transactions, wherein the applicants
propose that Natural Gas shall raise the
funds necessary to complete the financ-
Ing of Its 1953 construction progxam by
issuing and selling to Columbia, (a) up
to 3,500 shares of Natural Gas' common
stock at the par value of $100 per share,
and (b) thereafter, but not later than
March 31, 1954, up to $350,000 principal
amount Qf its Installment pronssory
Notes, payable in equal annual install-
ments from 1955 to 1979, inclusive, with
interest at the rate of 4 percent per
annum or such lower rate, being a
multiple of l of 1 percent, as shall be
not less than the cost of money to Co-
lumbia on its next sale of Debentures;
and

Due notice of the lling of the appli-
cation having been given, and a hearing
not having been requested of or ordered
by the Commission; and

It appearing to the Commission that
section 7 of the act is applicable to the
proposed isue and sale of securities by
Natural Gas; and
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The Commission finding that the ap-
plicable provisions of the act and the
rules thereunder are satisfied and that
no adverse findings are necessary, and
deeming it appropriate in the public in-
terest and in the interest of investors
and consumers that the application-
declaration as amended be granted and
permitted to become effective forthwith:

It ts ordered, Pursuant to Rule U-23
and the applicable provisions of the &ct,
that said application-declaration as
amended be and hereby is granted and
permitted to become effective forthwith,
subject to the terms and conditions pre-
scribed in Rule U-24.

-By the Commission.

[SEAL] ORVAL L. DuBoIs,
T Secretary.

[F. R. Doe. 53-7104; Filed, Aug., 12, 1653;
8:47 a. i.]

INTERSTATE COMMERCE
COMMISSION

[4th Sec. Applicatlon 28345]

COTTON FROM NEW MEXICO \TO OKLAHOMA
AN ARKANsAs'

APPLICATION FOR RELIEF

AUGUST 7, 1953.
The Commission is in receipt of the

above-entitled and numbered applica-
tion for relief from the long-and-short-
haul provision of section 4 (1) of the
Interstate Commerce Act.

Filed by. F C. Kratzmelr, Agent, for
carriers parties to schedule listed below.

Commodities involved: Cotton, in
carloads.

From: Points in New Mexico.
To: Sand Springs and Guthrie, Okla.,

Little Rock, Malvern, North Little Rock,
Monticello, and Morrilton, Ark.

Grounds for relief: Competition with
rail carriers, circuitous routes, to apply
rates constructed on the basis of the
short-line distance formula.

Sdhedules filed containing proposed
rates; F C. Kratzmeir, Agent, I. C. C.
No. 4014, supp. 17.

Any interested person desiring the
Comission to hold a hearing upon such
application shall request the Commsion
In writing so to do within 15 days from
the date of'this notice. As provided by
the general rules of practice of the Com-
mission, Rule 73" persons other than ap-
plicants should fairly disclose their inter-
est, and the position they intend to take
at the hearing with respect to the appli-
cation. Otherwise the Commission, in
its discretion, may proceed to investigate
and determine the matters involved in
such application without further or for-
mal hearing. 'If because of air emer-
gency a grant of temporary relief is
found to be necessary before the expira->
tion of the 15-day period, a hearing, upon
a request filed within that period, may be)
held subsequently.

By the Commission.
[SEA] GEORGE W LAIRD,

Acting Secretary.
IF. R. Doe. 53-7088; Filed, Aug. 11, 1953;

8:50 a. m.]

[SEAL] GEORGE W LAIRD,
Acting Secretary.

[F. R. Dc. 53-7118; Filed, Aug. 12, 1953;
8:50 a. n.]

[4th Sec. Application 28347]

MOULDING SAND FROM ALABAMA TO SWAN
Aim TYLER, TEx.

APPLICATION FOR RELIEF

AUGUST 10, 1953.
'The CommiSion is in receipt of the

above-entitled and numbered applica-
tion for relief from the long-and-short-
haul provision of section 4 (1) of the
Interstate Commerce Act.

Filed by. P. C. Kratzmelr, Agent, for
carriers parties to schedule listed below.

Commodities involved: Moulding
sand, carloads.

From: Points in Alabama.
To: Swan and Tyler, Tex.
Grounds for relief: Competition with

rail carriers, circuitous routes, to apply
rates constructed on the basis of the
short-line distance formula, additional
routes.

[4th Sec. Application 28346]

AUTOMOBILES FROM EVANSVILLE,'IND., TO
SOUTHERN TERRITORY

APPLICATION FOR RELIEF

AUGUST 10, 1953.
The Commission is in receipt of the

above-entitled and numbered applica-
tion for relief from the long-and-short-
haul provision of section 4 (1) of the
Interstate Commerce Act.

Filed by* R. E. Boyle, Jr., Agent, for
carriers parties to schedule listed below.

Commodities involved: Automobiles,
passenger, new, carloads.

'From: Evansville, Ind.
To: Points in Alabama, Georgia, Lou-

isiana (east of. the Mississippi River)
Mississippi, Florida, Kentucky, and
Tennessee.

Grounds for relief: Competition with
rail carriers, circuitous routes.

Schedules filed containing proposed
rates: C. A. Spaninger, Agent, tariff
I. C. C. No. 1118, supp. 63.

Any interested person desiring the
Commission to hold a hearing upon such
application shall"request the Commis-
sion in writing so to do within 15 days
from the date of this notice. As pro-
vided by the general rules of practice
of the Comnission, Rule 73, persons
other than applicants should fairly dis-
close their interest, and the position
they intend to take at the hearing with
respect to the application. Otherwise
the Commission, in its discretion, may
proceed to investigate and determine
the matters involved in such application
without further or formal hearing. If
because of an emergency a grant of tem-
porary relief is found to be necessary
before the expiration of the 15-day pe-
riod, a hearing, upon a request filed
within that period, may be held subse-
quently.

By the Commssion.
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Schedules filed containing proposed
rates: F C. Kratzmer, Agent, I. C. C. No,
3736, supp. 228.

Any interested person desiring the
Commission to hold a hearing upon such
application shall request the Commis-
sion in writIng so to do within 15 days
from the date of this notice. As pro-
vided by the general rules of practice of
the Commission, Rule 73, persons other
than applicants should fairly disclose
their interest, and the position they in-
tend to take at the hearing with respcot
to the application. Otherwise the Com-
mission, in Its discretion, may proceed
to investigate and determine the matters
involved in such application without
further or formal hearing, If because
of an emergency a grant of temporary
relief is found to be necessary before the
expiration of the 15-day period, a hear-
ing, upon a request filed within that
period, may be held subsequently,

By the Commission.
[SEAL] GEORGE W LAIRD,

Acting Secretary.
[F. R. Doc. 53-7110; Filed, Aug. 12, 1053.

8:50 a. m.]

[4th Sec. Application 283481
UREA FROM SOUTH POINT,. O11o, TO

CONSHOHOCKEN, PA.

APPLICATION FOR RELIEF
AUGUST 10, 1953.

The Commission is In receipt of the
above-entitled and numbered application
for relief from the long-and-short-haul
provision of section 4 (1) of the Inter-
state Commerce Act.

Filed by, H. R. Hinsch, Alternate
Agent, for carriers parties to Agent L. C.
Schuldt's tariff I. C. C. No. 4542, pursu-
ant to fourth-section order No. 11220.

Commodities involved: Urea, in car-
loads.

From: South Point, Ohio.
To: Conshohocken, Pa.
Grounds for relief, Competition with

rail carriers, circuitous routes.
Any interested person desiring the

Commission to hold a hearing upon such
application shall request the Commission
In writing so to do within 15 days from
the date of this notice. As provided by
the general rules of practice of the Com-
mission, Rule 73, persons other than ap-
plicants should fairly disclose their In-
terest, and the position they intend to
take at the hearing with respect to the
application. Otherwise the Commisqlon,
In its discretion, may proceed to investi-
gate and determine the matters involved
in such application without further or
formal hearing. If because of an emer-
gency a grant of temporary relief is
found to be necessary before the expira-
tion of the 15-day 'period, a hearing,
upon a request filed within that period,
may be held subsequently.

By the Commission.
[SEAL] GEORGE W LAmD,

Acting Secretary,
IF. I. Doe. 63-7120; Fled, Aug. 12, 1003;

8:50 a. rn.]
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[4th See. Application 283491

MAGAZINES AND PERIODICALS FROM CEI-
CAGO, ILL.. TO NORFoLi, NEWPORT NEWS,
AND RICHMOND, VA.

APPLICATION FOR RELIEF

AUGUST 10, 1953.
The Commission is in receipt of the

above-entitled and numbered applica-
lion for relief from the long-and-short-
iaul provision of section 4 (1) of the
:nterstate Commerce Act.

Filed by- H Hinsch, Alternate
gent, for carriers parties to Agent I. C.

3chuldt's tariff L C. C. No. 4542, pursu-
mt to fourth-section order No. 17220.

FEDERAL REGISTER

Commodities involved: Magazines and
periodicals, also parts or sections there-
of, and newspaper supplements, car-
loads.

From: Chicago, Ill.
To: Norfolk, Newport News, and Rich-

mond, Va.
Grounds for relief: Competition with

rail carriers, circuitous routes.
Any interested person desiring the

Commission to hold a hearing upon such
application shall request the Commis-
sion in writing so to do within 15 days
from the date of this notice. As pro-
vided by the general rules of practice of
the Commission, Rule 73, persons other
than applicants should fairly disclose
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their Interest, and the position they m-
tend to take at the hearing with respect
to the application. Otherwise the Com-
mission, in Its discretion, may proceed
to investigate and determine the matters
involved in such application without
further or formal hearing. If because
of an emergency a grant of te-mporary
relief Is found to be necessary before
the expiration of the 15-day period, a
hearing, upon a request filed wfthin that
period, may be held subsequently.

By the Commission.

rsEAL] GEORGE W LAIRD
Acting Secretary.

[P. R. Dc. 53-7121: Filed. Aug. 12, 1953;
8:51 a. n.]




